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INTRODUCTION 


1.   METHODOLOGY 

The  field  phase  of  the  present  study  was  carried  out  in  the  Federal  Republic  of  Germany 
between  late  August  and  mid-September  1973  and  consisted  primarily  of  informal  and  inten- 
sive interviews  with  some  40  major  producers  of  mass,  group  and  individual  travel,  retailers, 
airlines,  specialized  travel  publications,  Federal  (central)  and  private  bank  sources,  the  Civil 
Aviation  Department  of  the  Federal  Ministry  of  Transportation,  a  university  institute  special- 
izing in  the  field  of  tourism,  the  travel  departments  of  major  department-store  chains,  as 
well  as  the  holding  company  controlling  Germany's  largest  corporate  grouping  of  tourism 
producing  and  retailing  companies. 

Informal  consultations  were  also  held  with  market  and  economic  research  officers  of  the 
International  Air  Transport  Association  (IATA)  in  Geneva. 

Selected  existing  travel-related  surveys  and  other  qualitative  and  statistical  background  infor- 
mation were  obtained,  together  with  their  publishers'  authorization  to  quote  pertinent 
extracts  in  this  report. 

In  addition,  extensive  background  data  on  trends  in  industry  organization  and  performance 
had  been  built  up  prior  to  the  field  phase  of  this  study. 

The  study's  geographic  coverage  comprised  the  following  cities  and  towns:  Frankfurt, 
Diisseldorf,  Essen  and  Wuppertal  (both  in  the  Ruhr  area),  Hamburg,  Bremen,  Hanover,  Berlin, 
Nuremberg,  and  Munich,  as  well  as  Friedrichshafen. 

The  main  thrust  of  the  study  was  in  the  direction  of  mass  tourism,  with  particular  reference 
to  new  opportunities  for  the  development  of  travel  to  the  United  States  in  the  light  of  new 
currency  values  and  of  the  evident  rapid  development  of  the  German  long-haul  tourist 
market  as  a  whole. 

It  is  appropriate  to  note  at  the  outset  two  main  topics  that  tended  to  come  to  the  fore  in 
talks  with  virtually  all  members  of  the  travel  industry  and  all  carriers: 

1.  The  impact  of  the  Advance  Booking  Charter  (ABC)  flight  program  which 
had  come  into  operation  in  the  early  summer  of  1973,  and 

2.  The  success  of  ventures  which  offered,  for  the  first  time,  off-season, 
•long-weekend  inclusive  tours  to  the  New  York  area  within  the  regulatory 
framework  of  affinity  charter  flights. 

Both  developments  appeared  to  have  had  a  substantial  impact  on  industry  thinking  and  mar- 
ket appraisal,  and  detailed  discussion  of  these  developments  has  tended  to  carry  this  study 
fairly  deeply  into  the  attendant  regulatory  and  economic  complexities  relating  to  both  pro- 
grams.   The  regulatory  aspects  have  undergone  some  change,  and  economic  considerations 
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are  a  matter  of  some  controversy,  especially  with  regard  to  the  ABC  program's  impact  on  the 
participating  carriers. 


2.  ANALYTICAL  NOTES 

Since  relative  (tour  or  travel)  costs  and  prices  play  a  major  role  in  this  study,  it  should  be 
noted  that,  with  one  major  exception,  all  Deutsche  Mark  (DM)  magnitudes  are  shown  both 
in  the  original  currency  and  in  conversion  into  dollars  at  the  median  exchange  rate  of  DM 
2.41  which  prevailed  at  the  time  of  the  study.  This  rate,  however,  reflected  a  somewhat 
undervalued  dollar  and  a  somewhat  overvalued  DMark;  for  purposes  of  a  comparison  of 
relative  standards  of  living  or  purchasing  power,  the  reader  may  find  DM  3.00  per  dollar  a 
more  realistic  rate.  (Note:  As  of  April  4,  1974,  the  selling  price  for  bank  transfers  was 
approximately  DM  2.55  per  dollar.) 

The  major  exception  to  the  market-rate  conversion  factor  applies  to  scheduled  air  fares: 
here  dollar  equivalents  reflect  the  actual  dollar  fares  applicable  to  U.S. -originating  traffic 
(which  are  based  on  the  current  theoretical  IATA  conversion  rate  of  DM  3.25  per  dollar. 

Where  route  mileages  are  shown,  these  rest  on  carriers'  published  distance  charts,  and  while 
these  tend  to  vary  slightly  from  one  carrier  to  another,  such  variations  are  usually  of  the 
order  of  the  one  percent  or  less,  requiring  no  special  method  of  resolution. 

As  regards  the  volume  of  ABC  flights  during  the  summer  of  1973,  the  only  full  data  available 
relate  to  the  program's  initial  offer,  while  actual  performance  information  rests  on  industry 
estimates,  which  show  some  range  of  variation. 


3.   KEY  FINDINGS 

The  present  study  covers  a  market  whose  receptivity  to  foreign  travel  has  become  a  byword 
within  the  European  travel  industry.  More  than  anywhere  else  in  Europe,  however,  demand 
has  tended  to  follow  supply,  and  one  of  the  key  features  of  the  market  is  the  high  degree  of 
integration  on  the  supply  side.  Indeed,  as  far  as  production  of  mass  travel  is  concerned, 
two  suppliers— both  tightly  integrated— dominate  the  market  almost  entirely.  They  are: 
Touristik  Union  International  (TUI),  a  holding  company  comprising  five  major  producing 
entities;  and  two  separate  corporate  units,  N-U-R  (Neckermann  und  Reisen,  a  subsidiary  of 
the  Neckermann  mail-order  and  department-store  chain)  and  g-u-t  (Gemeinwirtschaftliches 
Unternehmen  fur  Touristik,  whose  acronym  literally  means  "good"),  related  to  the  banking 
interests  of  the  German  Trades  Union  Federation.  While  the  two  entities  retain  separate 
corporate  identities,  they  have  largely  integrated  their  planning  and  purchasing,  thus  repre- 
senting a  major  force  in  the  market. 

As  regards  the  long-haul  travel  market,  the  emergence  of  two  dominant  producer  groups  has 
paralleled  a  complex  set  of  developments  which  have  given  a  strong  directional  cast  to  fa- 
vorable, or  producer-favored,  destinations.  This  is  particularly  true  of  the  Far  East,  where 
the  redundancy  of  former  U.S.  military  rest  and  recreation  centers  has  created  a  glut  of 
newly-constructed  hotel  space.  The  availability  of  these  facilities  has  provided  the  basis  for 
the  creation  of  an  entirely  new  tourist  venture  founded  on  substantial  purchasing  power, 
mass  marketing,  and  an  integrated  air  transportation  system  at  rates  that  would  generate  as 
well  as  reflect  high  load  factors. 

The  net  effect  was,  basically,  a  7-day  Bangkok  tour  starting  at  an  inclusive  cost  of  DM  950 
($394.20,)  European  plan— in  broad  terms,  the  equivalent  of  a  middle-class  family's  two- 


months  savings  earmarked  for  vacation  purposes.  Somewhat  similar  patterns  of  integrated 
tourist  development  comprising  German  producers,  local  hotel  construction,  and  interested 
carriers  have  provided  two  additional  groups  of  mass  long-haul  tourist  destinations:  the 
Indian  Ocean  coast  of  Kenya,  and  locations  in  Senegal  and  Ivory  Coast  in  West  Africa. 

Between  them,  the  long-haul  destinations  mentioned  above  accounted  for  over  60,000  trav- 
elers from  Germany  per  year— a  number  that  was  increased  significantly  as  German  producers 
expanded  their  marketing  activities  into  neighboring  markets,  notably  France,  the  Netherlands 
and  Belgium;  in  addition,  Swiss  producers  have  been  drawn  into  the  local  hotel  arrangements 
together  with  Swiss  carriers  (Swissair  and  its  charter  subsidiary,  Balair),  with  the  end  result 
of  a  tightly  integrated  and  closely  scheduled  mass-tourism  venture  with  consistently  high 
occupancy  rates  and  with  a  complete  service  infrastructure  comprising,  for  instance,  resident 
multilingual  German  hostesses  and  advisers  at  major  destinations. 

Certain  producers  and  carriers  have  also  taken  equity  participations  in  selected  hotel  con- 
struction and  operation  ventures  geared  specifically  to  developing  countries,  thus  tightening 
the  degree  of  integration  of  the  ventures  concerned.  The  net  result  is  specific,  directed  and 
integrated  development  in  which  producers  and  carriers  alike  have  a  substantial  vested 
interest  and  a  major  commitment  to  its  success  and  continuity. 

The  production  pattern  outlined  so  far  is  supported  by  a  vast  marketing  effort  that  rests  on 
two  primary,  largely  visual,  bases:  (1)  Market  saturation  with  attractive  color  travel  cata- 
logs and  brochures,  some  with  printings  in  excess  of  4  million  copies  which  are  available 
through  ubiquitous  travel  agencies;  and  (2)  a  parallel  and  essentially  identical  effort  through 
the  travel  counters  of  all  major  department-store  chains  in  the  country,  providing  continuing 
exposure  of  catalogs  and  posters  to  a  vast  shopping  traffic,  with  on-the-spot  booking  facili- 
ties available. 

A  background  of  past  German  political  and  psychological  isolation,  coupled  with  a  generally 
dreary  inland  climate  for  most  of  the  population,  has  in  the  past  decade  or  so  given  a  power- 
ful impulse  to  a  growing  proclivity  to  travel  abroad.  High  levels  of  prosperity  spreading 
throughout  the  social  structure  enabled  growing  numbers  to  turn  inclination  into  fact, 
rapidly  reaching  the  present  point  at  which  international  tourism  has  come  within  the  reach 
of  even  those  of  modest  means,  especially  among  the  young.  This  trend,  in  turn,  is  supported 
further  by  a  revolutionary  de-emphasis  of  former  German  saving  habits  and  a  corresponding 
increase  in  disposable  discretionary  income. 

If,  however,  the  factors  mentioned  so  far  add  up  to  more  and  farther  travel  among  a  growing 
segment  of  Germany's  population,  "sand,  sea,  sun,  and  sex"  (or  an  aura  of  the  latter)  remain 
the  determining  destination  criteria,  with  some— preferably  exotic— sightseeing  opportuni- 
ties as  an  added  inducement. 

The  patterns  described  here  apply  primarily  to  vacation  travel  of  roughly  10  to  20  days' 
duration,  with  some  concentration  in  the  October-to-May  period  of  the  year  (then  typically 
coupled  with  a  summer  vacation  of  roughly  equal  length  at  a  European  seaside  resort).  Over 
the  years,  however,  there  has  emerged  a  strong  trend  toward  additional  shorter  breaks  from 
work,  out  of  season,  and  increasingly  devoted  to  extended  weekends  in  interesting  European 
capital  cities  such  as  Paris,  London,  Amsterdam,  or  Copenhagen.  Once  a  degree  of  saturation 
in  respect  of  European  capitals  had  set  in,  some  smaller  producers  outside  the  Big  Two  inner 
circle  conceived  the  idea  of  a  long  weekend  in  New  York.  Cost  considerations  had  often  im- 
posed structural  constraints,  but  even  within  the  previous  framework  of  affinity  group  charter 
flights,  these  ventures  had  been  a  success  that  fired  the  enthusiasm  of  both  producers  and  par- 
ticipating carriers  with  a  production  of  well  over  35,000  passengers  during  the  program's 
first  year  of  operation. 

The  promising  future  of  this  market  segment  has  been  altered  by  change  at  the  regulatory 
level:   the  complex  alternatives  available  are  explored  in  detail  later  in  the  report. 


The  most  controversial  market  segment  to  be  dealt  with  is  that  which  has  emerged  during 
the  past  year  as  a  result  of  the  introduction  of  the  Advance  Booking  Charter  (ABC)  fare 
on  the  North  Atlantic.  Given  an  extremely  favorable  fare,  and  despite  the  basic  requirement 
of  a  minimum  advance  booking  of  90  days,  this  program  has  since  its  introduction  in  the 
early  summer  of  1973  generated  a  very  substantial  traffic  volume  from  Germany  to  the  United 
States,  estimated  by  this  study  at  about  40,000  passengers,  including  the  estimated  Christ- 
mas 1973  traffic.  Well  over  80  percent  of  this  traffic  had,  however,  been  in  the  "visiting 
friends  and  relatives"  (VFR)  category  with  probably  very  low  per-capita  expenditures  while 
in  the  United  States.  Travel  producers  tend  to  take  a  somewhat  pessimistic  view  of  the  ABC 
system,  as  currently  structured,  as  a  stimulus  to  tourism,  and  some  scheduled  carriers  and 
aviation-industry  analysts  view  the  ABC  system  as  very  much  of  a  mixed  blessing  to  the 
airline  industry. 

The  program's  structure,  performance  and  1974  forecasts  are  discussed  in  considerable 
detail  in  this  report  not  only  because  greater  producer  interest  could  exploit  its  tourism  po- 
tential, but  also  because  it  may  provide  a  viable  alternative  framework  for  long-weekend 
tours  to  New  York  now  that  affinity  charters  have  been  abolished. 

The  most  clear-cut  of  specific  findings  of  the  study  is  the  broad  consensus  among  German 
travel  producers  that  German  mass  tourism  to  the  United  States  could  increase  significantly 
if  facilities  were  provided  that  met  the  following  basic  market  considerations: 

1.  One-Destination  sea-and-sand  vacations  in  the  sun; 

2.  Nearby  attractions  for  some  sightseeing; 

3.  An  opportunity  for  the  traveler  to  return,  at  night,  to  familiar  food  and 
(less  important)  familiar  company; 

4.  An  opportunity  for  the  traveler  to  cater  to  his  own  needs  by  doing  his 
own  shopping  in  supermarkets  and  doing  his  own  cooking  in  cottage-type 
accomodations; 

5.  The  availability  of  day-round  German  speaking  hostesses  or  counsellors. 

While  points  3  and  4  conflict,  they  are  both  regarded  as  desirable  alternatives.  The  points 
expressed  above  are,  of  course,  coupled  with  a  need  for  low-cost  air  transportation,  prefer- 
ably directly  from  a  German  gateway,  and  the  specific  U.S.  destination  mentioned  most 
frequently  is  Florida,  possibly  away  from  major  high-cost  resorts. 

In  summary,  the  producing  industry's  interest  tends  to  a  highly  integrated  operation  based  on 
an  attractive  destination  in,  but  not  necessarily  of  the  host  country:  in  all,  a  setting  in  which 
the  tourist  will  see  new  sights,  but  remain  free  of  problems  and  surprises,  especially  in  terms 
of  costs. 

The  time  factor  is  of  great  importance,  for  while  the  Far  East  and  Africa  are  currently  pro- 
ducers' favorites,  there  is  growing  producer  interest  in  Mexico. 

In  addition  just  appearing  on  the  German  tourism  horizon  is  Brazil.  Both  Mexico  and  Brazil 
are  amenable  to  the  kind  of  contract-accomodation  and  air  transportation  arrangements  that 
the  producers  consider  competitive  in  the  German  market  and  interesting  to  them  because 
of  their  mass-tourism  potential. 

While  the  Mexico  development  is  well  under  way,  and  the  first  regular  program  of  charter 
flights  to  Brazil  started  in  the  late  fall  of  1973,  producers  also  express  longer  range  interest 
in  Hawaii  as  a  static-vacation  destination,  but  see  current  regulatory  restrictions  on  inclusive 
tour  charters  (ITC),  and  especially  the  three-stop  rule,  as  a  deterrent. 


I.   THE  GERMAN 

FOREIGN  TRAVEL  MARKET 


1.   BASIC  CHARACTERISTICS 

The  total  foreign  travel  market  of  the  Federal  Republic  of  Germany  is  currently  estimated 
at  about  5  million  travelers  for  the  year  1973,  excluding  multiple  trips  during  the  year.  Of 
this  total,  some  2.2  million  will  have  traveled  by  air. 

More  specifically,  the  findings  of  a  major  survey1  published  in  mid- 1973  suggest  that,  of  a 
total  population  between  the  ages  of  20  and  65  of  35.7  million, 

5.92  million  persons  made  one  vacation  trip  during  the  three-year  period 
1970  through  1972; 

5.54  million  persons  made  two  vacation  trips; 

8.23  million  persons  made  three  vacation  trips;  and 

3.50  million  persons  made  four  or  more  vacation  trips  regardless  of  destina- 
tion. 

Of  the  total  of  23.19  million  persons  who  had  made  one  or  more  trips,  16.12  million  had 
traveled  abroad  at  least  once  during  the  three-year  period.  In  terms  of  travel  expenditures 
other  than  basic  transportation,  the  leading  destination  position  in  1972  was  held  by  Austria, 
followed  by  Italy,  Switzerland,  the  Netherlands,  France,  Spain,  and  Yugoslavia.2  Trade 
estimates,  however,  placed  Spain  in  first  place  among  air-travelers'  destinations  in  terms  of 
numbers  of  travelers.  Latest  estimates  run  as  high  as  2.5  million  visitors  to  Spain  in  1973, 
with  about  one  half  of  that  number  bound  for  Majorca  alone. 

The  point  is  of  some  significance,  because  the  flight  distance  between  Frankfurt  and  Palma 
(Majorca)  is  778  miles;  that  to  Malaga  1,129  miles— well  into  a  medium-haul  definition. 

As  regards  total  travel  volume  by  purpose  of  travel,  the  best  available  comprehensive  data 
for  the  period  mid-April  1970  to  mid- April  1971,  as  follows:3 


1  Kauf-,  Konsum-,  und  Kommunikationsverhalten  der  Bundesbevolkerung  (Behaviorial  patterns  of  the 
population  of  the  Federal  Republic  in  respect  of  purchases,  consumption  and  communications),  vol.  I, 
Vacation  Travel  and  other  topics,  Spiegel  Verlag,  Hamburg,  1973. 

*" Deutsche  Bundesbank  (Federal  central  bank)  data,  published  in  Frankfurter  Allgemeine  Zeitung,  Frank- 
furt, 7.25 . 1 973 ;  courtesy  Central  Office  of  Economics  and  Information,  Commerzbank,  Frankfurt. 

DMonatsberichte  der  Deutschen  Bundesbank,  Vol.  24,  No.  5,  Frankfurt,  May  1972. 


Purpose  of  travel 

Number  of 
travelers* 

Travel  expenditures 

Millions 

Percent 

DM  millions 

$  millionsf 

Percent 

Vacation  travel 

22 

9 

5 

20 

56 

40 

15 
10 
35 
100 

$7,700 

1,700 

700 

700 

10,800 

$1,925 

425 

175 

175 

2,700 

Private  or  official  business 

71 
16 

Visiting  friends  or  relatives    

Shopping,  short  excursions,  weekend  trips  .  .  . 
Total 

6 

7 

100 

Notes:     *  Includes  persons  under  14  years  of  age.  Categorization  partly  estimated. 
t  Converted  at  DM4.00  =  $1. 

$  Includes  total   expenditures  for  inclusive   tours,  where  specific   travel  purposes  cannot  be 
categorized. 

In  terms  of  occupational  segmentation,  the  survey  data  already  cited  (see  note  1,  p.  5  above) 
suggest  the  following  descending  order  of  overall  vacation  travel  frequency,  regardless  of 
destination: 

1.  Students,  over  20  years  of  age; 

2.  Corporate  executives  and  upper-echelon  civil  servants; 

3.  Independent  (larger)  businessmen;  members  of  the  professions; 

4.  Other  corporate  employees  and  civil  servants; 

5.  Small  independent  businessmen; 

6.  Retired  persons; 

7.  Skilled  workers;  housewives; 

8.  Other  workers;  independent  farmers. 

In  terms  of  age  segmentation,  the  age  groups  from  20  to  30,  and  over  50  years  stand  out 
slightly  above  the  overall  average  among  men,  while  among  women  the  age  group  differential 
in  terms  of  travel  frequency  varies  less  than  one  tenth  of  one  percent. 

As  regards  mode  of  travel,  and  regardless  of  trip  frequency,  a  projected  1 1  million  flights 
(round  trip)  had  been  made  among  the  total  population  of  35.7  million  aged  20  to  65 
years  during  the  three-year  period  covered;  of  these,  7  million  had  been  charter  flights,  and 
4  million  flights  on  scheduled  airlines.  Not  unexpectedly,  variations  by  occupation  show  the 
highest  proportion  of  scheduled-line  flights  among  upper-income  earners. 

To  the  extent  to  which  travel  producers'  impressions  can  update  the  above-quoted  survey 
findings  which  apply  to  the  period  1970-72,  Germany's  foreign-travel  base  appears  to  have 
broadened  in  1973,  not  least  because  travel,  tourism  and  indeed  the  industry's  structure  have 
received  intense  press  coverage  during  the  past  year,  stressing  record  numbers  and,  in  general, 
whetting  the  public's  travel  appetite. 


2.  ATTITUDES 


It  is  perhaps  no  mere  quirk  of  linguistic  development  that  the  German  language  has  the  term 
"Wanderlust"— a  single  word  meaning  joy  in  traveling  or  an  inherent  desire  to  travel,  which 


has  passed,  untranslated,  into  the  usage  of  other  countries.  Historically,  the  medieval  guild 
system  virtually  required  an  aspiring  master  craftsman  to  travel  during  his  years  as  a  journey- 
man (hence  the  term)  and  the  lore  of  the  journeyman  has  retained  an  aura  of  glamor  in  Ger- 
man thought. 

In  more  recent  times,  German  travel  abroad  had  been  severely  restricted  or  inhibited  by  his- 
torical and  political  factors  related  to  both  world  wars  and  the  intervening  years  of  inflation, 
depression  and  the  war  era.  In  the  1950s  and  sixties,  group  tourism  began  to  gain  a  foothold, 
not  only  because  of  its  price  attraction,  but  also  because  the  group  afforded  a  protective 
social  cocoon  in  what  might  turn  out  to  be  a  hostile  foreign  setting.  At  the  same  time,  how- 
ever, an  isolation  that  had  lasted  more  or  less  from  1914  to  1955  produced  a  growing  though 
somewhat  guarded  desire  to  see  the  outside  world.  Not  unnaturally,  this  desire  was  strongest 
among  the  young,  who  felt  themselves  unrelated  to  past  history. 

The  tourism  boom  occurred  in  the  late  1960s  and  it  is  perhaps  immaterial  whether  demand 
or  supply  was  the  original  impellant,  but  there  is  little  doubt  that  an  astute  producing  indus- 
try accurately  read  the  public  mind  and  attitudes,  providing  low-cost  comprehensive  mass 
travel,  and  mass  travel  to  the  right  destinations.  Basically,  the  German  climatic  setting, 
especially  in  the  industrial  centers  where  purchasing  power  is  highest  tends,  over  the  year,  to 
be  dreary  and  cold;  winters  are  long  and  wet,  and  essentially  uncomfortable.  South  and  the 
sun  thus  readily  became  synonyms  for  "vacation"  once  the  rise  in  income  levels  made  them 
attainable  travel  goals. 

In  the  meantime,  discretionary  disposable  income  had  risen  substantially  and,  as  will  be  seen 
in  chapter  VII,  initial  demand  for  consumer  durables,  automobiles,  and  other  expenditure 
items  that  might  be  regarded  as  competitive  with  pleasure  travel  and  had  been  largely  satis- 
fied. Where  there  was  such  competition,  increasingly  available  consumer  credit  served  at  least 
to  take  the  edge  off  other  alternatives. 

The  new-found  prosperity  of  the  1960s  and  early  seventies  gave  rise  to  another  important 
phenomenon:  foreign  travel  as  a  status  symbol.  While  some  producers  tend  to  discount  this, 
others  see  it  as  a  powerful  motivating  force,  particularly  in  the  direction  of  long-haul  travel. 
In  this  (majority)  view,  there  is  now  a  strong  element  of  what  can  only  be  called  "one- 
upmanship"  in  major  travel  decisions:  distance  is  status.  This  is  not  necessarily  linked  to 
expenditure,  for  a  vacation  in  a  first-class  hotel  in  the  Canary  Islands  can  cost  considerably 
more  than  a  marginal  trip  to  Bangkok,  but  conversation  on  vacation  experiences  tends  to 
center  on  where  one  has  been  on  one's  vacation,  not  on  the  class  of  accomodation  one  has 
had. 

Given  the  social  (and  economic)  prestige  of  long-haul  vacation  travel,  the  industry  discerns 
a  priority  sequence  of  destinations:  first  the  Far  East,  possibly  with  one  or  more  repeat  trips; 
then  Africa,  usually  East  Africa;  and  on  the  third  round,  the  United  States.  As  already  briefly 
noted  earlier  in  this  report,  the  highly  integrated  nature  of  the  major  producers'  organization 
extends  to  a  basic  need  to  maintain  high  occupancy  rates  and  steady  turnover  in  producer- 
controlled  hotels  in  the  Far  East  and  in  Africa,  so  that  the  "proper"  travel  sequence  stated  is 
somewhat  self-serving,  but  it  probably  accurately  reflects  the  direction  they  can  and  do  give 
to  a  market  that  is  open  to  suggestion. 

An  inverse  variant  on  the  theme  of  "proper"  travel  sequence  was  forcefully  expressed  by  a 
producer  of  cultural  and  academic  tours  on  a  group  basis  and  a  member  of  a  major  travel 
conglomerate:  "You  cannot  claim  to  be  an  educated  person  of  the  world  until  you  have  seen 
the  United  States." 

Underlying  the  choice  of  destinations,  however,  is  a  basic  desire  for  a  sea-side  vacation  in  the 
sun,  and  to  the  extent  to  which  younger,  largely  unmarried  people  have  the  greatest  travel- 


purchasing  power,  the  attraction  of  the  opposite  sex  is  another  major  consideration:  here 
again,  mass  tourism  tends  to  supply  the  right  balance  of  the  sexes,  so  that  the  destination 
need  merely  supply  the  sun,  the  sea,  the  sand,  and  an  attractive,  if  possible  exotic,  back- 
ground image,  primarily  at  a  single  destination. 

It  is  thus  found  that  the  bulk  of  the  long-haul  programs  offered  by  the  principal  German  travel 
producers  tend  to  provide  a  "mix"  of  one  or  two  weeks  at  the  beach,  whether  at  Pattaya  in 
Thailand  or  at  Mombasa  in  Kenya  (or  at  one  of  the  vacation  "villages"  of  the  Club  Medi- 
terranee  type  in  West  Africa),  coupled  with  sightseeing  tours  in  Bangkok,  Hong  Kong,  or 
Singapore,  or  some  safari  activity  in  Africa. 

These  considerations,  however,  apply  largely  to  the  year's  main  (or  secondary  winter)  vaca- 
tion; they  do  not  necessarily  apply  to  the  increasingly  popular  second  and  third  shorter 
mini-vacations  that  are  a  phenomenon  of  both  prosperity  and  radical  changes  in  economic 
attitudes.  A  summer  vacation,  however  modest,  has  always  been  part  of  the  German  life 
pattern,  but  the  last  two  decades  have  seen  a  startling  change  in  German  (and  other  Euro- 
pean) overall  consumption  habits.  Former  emphases  on  saving  and  on  "making  do"  with  a 
minimum  of  personal  comfort  and  enjoyment  evaporated,  for  the  history  of  two  world  wars 
and  of  succeeding  inflations  had  shown  that  savings  can  become  worthless  overnight.  Con- 
currently, concern  for  the  future  has  been  greatly  reduced  by  an  excellent  social-security 
system.  Given  the  basic  drive  to  travel,  a  growing  propensity  to  consume  has  been  readily 
translated  not  only  into  travel  to  farther  destinations  but  also  into  more  frequent  travels 
outside  the  always  traditional  summer  vacation. 

It  is  in  the  topical  area  of  mini-vacations  that  the  producer's  integrated  capability  has  not 
yet  been  brought  to  bear,  and  it  is  in  this  area  that  their  policies  are  likely  to  be  the  most 
flexible.  Above  all,  at  the  time  the  study  was  carried  out,  the  major  producers  had  only  had 
the  first  inkling  that  others  had  proved  the  feasibility  of  long-haul  mini-trips  to  New  York. 
There  is  little  doubt  that  they  will  give  this  market  segment  further  thought  once  a  viable 
transportation  basis  permits  fuller  market  exploitation. 


3.  SEASONAL  TRAVEL  PATTERNS 

To  a  considerable  extent,  vacation  travel  patterns  are  closely  related  to  school  schedules,  and 
primarily  to  the  long  summer  vacation  which  is  the  prime  family  travel  season.  Each  of  the 
German  federal  states  has  its  own  vacation  schedules,  which  varies  somewhat  from  year  to 
year.  The  1973  summer  vacations  fell  within  the  overall  time  span  of  June  16  through  Sep- 
tember 9  with  a  normal  duration  of  six  weeks. 

As  regards  the  shorter  vacations  through  the  school  year,  the  following  pattern  applies  to 
1973: 

Fall  vacation  (5   days)  in  October,  except  in  Baden-Wurttemberg,  Bavaria 
and  Hesse,  where  summer  vacations  stretch  into  September; 

Christmas  vacation  (2-3  weeks); 

Easter  vacation  (2-3  weeks); 

Pentecost  break  (1-5  days),  except  in  North  Rhine-Westphalia  and  the  Saar. 

Climatic  conditions  rather  than  vacation  schedules,  however,  have  led  to  the  growing  pop- 
ularity of  fall,  winter  and  spring  travel  abroad,  primarily  in  search  of  sunshine,  but  in  addition, 
fall,  winter,  and  early  spring  have  become  prime  time  for  pure  tourism— mainly  sightseeing, 
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with  European  capitals  as  a  most  popular  destination,  and  a  trip  duration  of  between  3  and 
5  days. 

Such  short  city  visits  tend  to  entail  greater  discretionary  expenditure  than  the  traditional 
static  summer  vacation  at  the  beach— interestingly,  as  already  noted  earlier,  the  Netherlands, 
with  Amsterdam  city  as  the  prime  attraction,  rank  fourth  in  the  list  of  German  travel 
destinations  in  order  of  expenditure. 


II.    STRUCTURE  OF 

THE  TRAVEL  INDUSTRY 


1.  INTRODUCTION  AND  BACKGROUND 

Germany's  travel  industry  is  among  the  most  highly  integrated  and  tightly  organized  in  the 
world,  with  two  major  producers'  groups  virtually  controlling  the  mass  travel  market  between 
them. 

This  concentration  is  of  recent  date  and  is  closely  related  historically  to  the  development  of 
mass  retailing  in  the  past  decade.  The  first  of  the  mass-travel  producers  to  emerge  was  the 
Neckermann  group,  initially  a  mail-order  house  which  subsequently  branched  into  conven- 
tional department  stores,  now  numbering  128.  In  the  1960s,  Neckermann  entered  the  travel 
business  on  the  basis  of  its  purely  distributive  capabilities.  The  first  step  consisted  of  partic- 
ipation in  the  products  organized  by  the  old-established  Swiss  Hotel  Plan  company  (itself 
a  subsidiary  of  the  Migros  supermarket  corporation  in  Switzerland),  one  of  the  pioneers  in 
the  production  and  marketing  of  mass  tourism  on  an  integrated  scale.  Later  in  the  past 
decade,  Neckermann  entered  the  production  business  on  its  own  through  the  wholly-owned 
subsidiary  named  Neckermann  und  Reisen  (N-U-R),  which  now  has  35  owned  travel 
offices  in  addition  to  travel  counters  at  most  Neckermann  department  stores  and  retail  dis- 
tribution through  a  network  of  independent  travel  agents. 

Neckermann's  strongest  competitor,  the  Quelle  mail-order  house,  the  largest  in  Germany 
(again,  with  some  164  conventional  department  stores)  then  followed  suit  in  establishing  a 
travel-production  division,  which  subsequently  absorbed  Transeuropa,  a  traditional  producer, 
and  later  entered  into  a  joint  retailing  arrangement  with  the  Karstadt  group,  an  old-estab- 
lished chain  of  medium-price  department  stores. 

By  1971,  major  independent  travel  producers  (most  with  small  retail  chains)  and  Germany's 
largest  travel  retail  chain,  Deutsches  Reiseburo  (DER),  in  which  the  Federal  government  holds 
a  controlling  interest  through  the  state-owned  Federal  Railroads,  decided  to  integrate  in  a 
defensive  move  against  the  newcomers,  primarily  Neckermann. 

The  integration  move  took  the  form  of  establishing  a  holding  company,  Touristik  Union 
International  (TUI),  based  on  an  exchange  of  shares  among  the  participants  and  an  organiza- 
tional plan  under  which  each  participating  entity  would  specialize  in  one  type  or  area  of  travel 
production,  retaining  its  trade-name  identity.  During  TUI's  first  year,  it  was  joined  by  the 
Quelle-Transeuropa-Karstadt  group. 

By  1972,  another  major  new  producer,  International  Tourist  Services,  a  wholly-owned  sub- 
sidiary of  Landerreisedienst  GmbH  with  strong  financial  backing,  had  established  close  con- 
nections with  the  Kaufhof  group  of  department  stores  (155  retail  stores)  and  later  with  the 
otherwise  competing  Hertie  group  (94  department  stores)  and  had  then  joined  forces  with 
TUI  in  terms  of  joint  production,  joint  purchasing,  and  retailing  of  selected  TUI  products 
through  the  two  groups  of  department  stores. 
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By  this  time,  N-U-R,  for  its  part,  had  joined  production  and  purchasing  forces  with 
Gemeinwirtschaftliches  Unternehmen  fur  Tourismus  (g-u-t),  a  travel  organization  affiliated 
with  the  Bank  fur  Gemeinwirtschaft,  essentially  a  banking  cooperative  sponsored  by  the 
German   Trades   Union   Federation,   with   some    500  travel  counters  at   banking  offices. 

Structurally,  then,  the  German  travel  market  is  dominated  by  two  powerful  networks  of 
integrated  producer-retailers:  the  TUI  group,  and  the  less  formalized  but  nevertheless 
formidable  N-U-R/g-u-t  collaboration.  Both  groups  evolved  at  a  time  of  growing  prosperity 
so  that  their  intense  competition  and  resulting  lower  travel  costs  were  able  to  generate  a 
travel  explosion  on  a  scale  paralleled  only  by  that  in  Japan. 

It  is  relevant  that  both  groups  have  tended,  to  varying  degrees,  to  integrate  forward  into  the 
overseas  hotel  business,  particularly  in  developing  countries  and  in  cooperation,  among  others, 
with  German  air  carriers  and  hotel  operators.  Additional  factors  bearing  on  the  development 
by  the  two  competing  groups  of  particular  long-haul  mass-tourism  destinations  are  discussed 
in  chapter  IV,  The  Long-haul  Travel  Market. 


2.  THE  PRODUCTION  SECTOR 

The  far-ranging  but  tight  integration  of  production  and  retailing,  and  other  activities,  in- 
cluding hotel  construction  or  leasing-operations,  within  the  TUI  organization  is  best  illus- 
trated in  chart  form.  The  first  chart  on  the  following  page  shows  TUI's  basic  corporate 
structure  which  is  in  part  a  mirror  image  in  which  at  least  most  of  the  travel-industry  equity 
holders  reappear  as  operational  subsidiaries  under  the  TUI  umbrella.  Within  the  framework 
of  actual  producing  subsidiaries  shown,  there  is  a  high  degree  of  both  production  and  market 
specialization,  as  outlined  in  the  following  listing: 

TUI  entity  Special  function 

Airtours  International         Individual  and  group  inclusive  tourism;  transporta- 
tion by  scheduled  carriers. 

Touropa*  Inclusive  tours  by  rail/charter  air  carrier,  with  pri- 

mary appeal  to  older  age  brackets,  civil  service 
employees. 

Scharnow*  Inclusive  tours  by  rail  and  charter  aircraft,  incl. 

long-haul  tours,  with  special  stress  on  upper  mid- 
dle-class and  youth  market  segments. 

Dr.  Tigges  Reisen  IT  travel  with  cultural  academic  appeal. 

Transeuropa  Inclusive  tours,  all  destinations,  with  stress  on  low 

prices    (prime    competitor    of   N-U-R/g-u-t    pro- 
grams). 

Hummel  Reisen  Rail  tourism. 

DER  Retailing,  all  TUI  products;  also  ABC  flight  pro- 

gram (USA)  organizer. 

Hapag-Lloyd  Reiseburo       (1)  Production,  study  and  incentive  travel/tours; 

(2)  Retailing,  all  TUI  products; 

(3)  Partner  in  DER  ABC  flight  program. 


*  These  entities  produce  a  joint  catalog. 
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Chart  1 

TOURISTIK  UNION  INTERNATIONAL  (TUI) 
Corporate  Structure 

Key  to  code  numbers  denoting  principal  area  of  activity  of  TUI  equity  holders: 

( 1 )  Transportation  services 

(2)  Newspaper/magazine  publishing 

(3)  Travel  production  and/or  retailing 

(4)  Department-store  retailing 

It  may  be  noted  that  the  Kahn  Group  holding  in  TUI  derives  from  an  original 
equity  holding  in  Scharnow  Reisen  GmbH. 
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Other  entities  in  the  group,  such  as  Kahn  Reisen,  are  also  producers  of  IT  group  tours  as 
well  as  retailers  of  all  TUI  products  through  regional  or  local  chains  of  travel  agencies.  A 
separate  joint  Touropa-Scharnow  unit  specializes  in  summer  rentals  of  cottages  at  various 
locations. 

As  already  noted,  there  is  broad  coordination  between  TUI  production  and  that  of  Interna- 
tional Tourist  Services,  connected  with  the  Kaufhof  department-store  company  which 
produces— in  cooperation  with  TUI— a  travel  program  for  its  own  department  store  affiliation 
(Kaufhof)  and  for  the  otherwise  competing  Hertie  group.  Technically,  ITS  purchasing  power 
is  thus  added  to  that  of  TUI,  while  ITS  retail  outlets  market  selected  non-competing  TUI 
products. 

As  shown  in  chart  1,  TUI  products  are  also  marketed  through  the  Quelle  and  Karstadt 
department-store  networks. 

Including  the  vacation-cottage  business,  total  annual  TUI  production  is  of  the  order  of  some 
630,000  passengers. 

TUI's  production  capability  is  bolstered  by  participation  in  at  least  two  major  overseas 
hotel  ventures:  (1)  The  Deutsche  Hotelgesellschaft  fur  Entwicklungslander  [German  Hotel 
Corporation  for  Developing  Countries] ,  whose  TUI  and  other  relevant  relationships  are  shown 
in  chart  2  on  the  following  page;  and  (2)  Robinson  Hotels  GmbH,  a  joint  venture  with  the 
major  Steigenberger  Hotels  group  covering  hotel  activities  in  the  Canary  Islands  (Spain)  and 
in  Kenya,  East  Africa.  Elsewhere,  TUI  or  its  operating  affiliates  have  long-term  leases  or 
analogous  arrangements  with  hotels  at  major  mass-tourism  destinations. 

It  will  be  noted  from  chart  2  that  TUI  is  associated  in  one  set  of  hotel  ventures  with  Lufthansa, 
the  German  national  air  carrier,  which  in  turn  holds  the  entire  equity  of  Condor  (charter) 
airline,  the  most  widely  used  of  TUI  long-haul  carriers.  In  all,  the  organizational  charts  pre- 
sented in  this  chapter  perhaps  best  illustrate  the  full  impact  and  meaning  of  the  term  "tight 
integration"  used  throughout  this  report. 

TUI  activities  extend  beyond  Germany;  Touropa  production  and  sales  extend  to  Austria, 
the  Netherlands  and  France  (where  Touropa  operates  a  50/50  basis  with  Havas-Voyages). 
For  the  time  being,  the  substantial  sales  outside  Germany  (though  small  by  German  standards) 
are  channeled  into  tour  groups  leaving  from  the  nearest  German  airport,  usually  Frankfurt, 
so  that  TUI's  economies  of  scale  are  extended  beyond  the  national  market. 

The  Neckermann  N-U-R  travel  subsidiary  is  wholly  owned  by  the  parent  company  (depart- 
ment stores;  mail  order),  again  with  subsidiaries  in  the  Netherlands,  Switzerland  and  France 
(Baladar-Neckermann)  which  also  largely  feed  into  Germany-originating  tours,  especially  in 
the  long-haul  sector,  though  with  some  independent  production,  also. 

Total  N-U-R  production  is  currently  at  an  annual  rate  of  some  670,000  passengers. 

In  general,  both  dominant  producing  groups  tend  to  use  total  corporate  approaches,  particu- 
larly through  centralized  purchasing  of  transportation  and  hotel  space  for  each  group's 
affiliates  (TUI)  or  cooperating  partner  (N-U-R  and  g-u-t),  to  some  extent  trading  off  smaller 
scale  operations  with  higher  per-capita  costs  against  bulk  purchases  for  the  group  as  a  whole 
(particularly  in  the  case  of  TUI).  Thus  a  relatively  competitive  product  can  be  offered  even 
in  terms  of  individual  or  group-inclusive  tours. 

The  corporate  stress,  however,  is  on  mass  travel  rather  than  on  "mass  tours."  The  latter 
would  be  a  misnomer,  for  the  product  to  mass  destinations-including  the  Far  East,  East  and 
West  Africa  in  the  long-haul  segment— is  in  essence  a  regularly  scheduled  transportation  and 
hotel  system;  a  pipeline  comprising  at  least  weekly  departures  (though  there  are  seasonal 
variations  in  frequencies)  and  a  maximum-occupancy  turnover  of  guest  groups  at  the  hotels 
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or  vacation  villages  involved.  In  the  accomodation  context,  there  is  in  some  instances  dove- 
tailing with  outside,  particularly  Swiss,  producers— notably  the  Hotel  Plan  organization— to 
generate  maximum  occupancy. 

With  the  exception  of  specialized  product  segments,  including  the  production  of  the  Airtours 
International  and  Dr.  Tigges  Reisen  units  of  TUI,  the  overall  product  stress  is  on  static  vaca- 
tions, though  with  some  touring-sightseeing  as  optional  sidelines. 

Among  the  independent  producers,  initial  notice  must  be  taken  of  the  Terramar  company  in 
Frankfurt  which  through  a  high  degree  of  specialization  on  a  single  destination  has  established 
a  position  in  its  specific  market  segment:  mass  travel  to  Mexico,  at  minimum  costs.  The 
primary  product  offered  is  Acapulco,  via  weekly  charter  flights  from  Germany  by  Condor 
Boeing  707  or  747  aircraft,  and  a  total  destination  production  of  13,000  passengers  in  1972 
and  again  in  1973.  Some  35  percent  of  this  production  is  sold  in  other  countries,  primarily 
Austria,  Italy,  and  Switzerland.  Marketing  is  through  independent  travel  agents  on  an  8  per- 
cent commission  basis.  The  venture  has  been  deemed  sufficiently  interesting  and  promising 
to  attract  TUI  competition  through  a  parallel  Transeuropa  venture  into  the  Mexican  market, 
again  on  the  basis  of  regular  Condor  charter  flights,  in  the  1973-74  winter  season. 

A  highly  specialized  producer  in  the  technical  sense  is  Travellers  International  in  Frankfurt, 
specializing  in  the  technical  preparation,  on  behalf  of  qualified  affinity  groups,  of  long- 
weekend  flights  to  New  York,  with  a  1973  annual  production  of  some  29,000  passengers 
and  a  projected  goal  of  52,000  passengers  in  1 974.  This  venture's  product  is  further  discussed 
in  chapter  VI,  section  2,  for  it  is  intricately  bound  up  in  the  technical  complexities  of 
affinity  charters  and  the  possible  alternative  of  short-duration  advance  booking  charters  (ABC). 

Other  significant  producers,  primarily  of  travel  to  the  United  States,  are  mainly  active  in  the 
sector  of  ABC  or  affinity-charter  transportation  and  are  mentioned  briefly  in  that  context  in 
chapter  VI:     for  the  time  being,  their  production  of  connecting  land  arrangements  in  the 
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United  States  is  minimal,  with  the  bulk  of  the  appreciable  traffic  in  the  visiting  friends  and 
relatives  (VFR)  category. 

There  are  a  number  of  well-established  and  highly  regarded  producers  of  small-scale  inclusive 
tours,  whether  for  purposes  of  touring  or  special-purpose  travel  (study  and  incentive  tours). 
Notable  among  these  are  Airtours  International  (Frankfurt),  Dr.  Tigges  Reisen  (Wuppertal), 
Zeppelin  Reisen  (Friedrichshafen),  Kahn  Reisen  (Brunswick)  and  Hapag-Lloyd  Studienreisen 
(Frankfurt),  as  well  as  Reisebiiro  Kurfiirstendamm  and  World  Travel  (Berlin),  Reiseburo 
Hartmann  (Dusseldorf),  and  Amtliches  Bayerisches  Reiseburo  (Munich).  The  first  two 
companies  mentioned  are  in  the  TUI  group,  as  are  Kahn  Reisen.  Total  annual  U.S.-bound 
production  within  this  list,  however,  is  of  the  order  of  some  6,000  to  7,000  travelers  in  small 
tour  groups  or  on  an  individual  basis,  with  a  substantial  input  of  creative  effort. 

Finally,  reference  must  be  made  to  the  specialized  youth  market,  in  which  the  Deutsche 
Jugend-  und  Studenten-Reisen  GmbH.  [German  Youth  and  Student  Travel  Corp.]  in  Bonn 
has  become  the  major  integrated  force,  with  a  1972  total  production  of  some  148,000 
travelers  for  its  integrated  programs,  with  the  addition  of  about  1 5 1 ,000  passengers  for 
transportation  services  only.  This  non-profit  corporation  operates  through  a  number  of 
specialized  subsidiaries  with  specific  market  appeals: 

1.  Fahr  mit  GmbH  (Tour  arrangements  for  young  people,  16  to  30  years  of 
age;  direct  retailing  and  sale  through  travel  agents  major  ticket  offices  of 
the  Federal  Railroads); 

2.  Deutscher  Studentenreisedienst  (DSR)  (Travel  for  students  at  universities 
and  vocational  colleges); 

3.  Deutsche  Jugend-Reisen  (DJR)  (Group  travel  for  youth  associations  and 
for  government  youth  programs. 

Bulk  purchasing  and  economies  of  scale  are  ensured  through  separate  corporate  entities 
responsible  for  purchasing  air  and  rail  transportation  respectively. 

3.   RETAIL  STRUCTURE 

Although  some  indications  of  the  German  travel-retailing  industry's  basic  structure  are  con- 
tained in  the  earlier  sections  of  this  paper,  the  highly  visible  physical  extension  of  its  facilities 
into  daily  economic  life  bear  further  detailed  coverage. 

First  and  foremost,  however,  it  is  important  to  define  the  travel  agency's  role  in  the  German 
society.  In  most  major  cities,  travel  agencies  are  almost  ubiquitous,  especially  in  their 
business  centers,  often  in  prime  locations.  Traditionally  their  principal  function  has  been 
the  sale  of  tickets  to  all  forms  of  transportation,  with  the  greatest  volume  generated  by  the 
sale  of  railroad  tickets,  seat  and  sleeping-car  reservations.  They  are  a  prime  source  of  all 
types  of  travel  information,  including  train  schedules.  In  brief,  they  provide  the  full  range 
of  services  that  a  traveler,  prospective  and  actual  may  require,  regardless  of  travel  purpose 
or  distance  to  be  traveled.  In  this  sense  they  have  always  acted  expertly  on  behalf  of  what- 
ever carrier  might  be  involved. 

Most  travel  agencies  have  thus  built  up  a  strong  image  of  professionalism  and  expertise  on  the 
basis  of  having  earned  the  public's  trust  through  willingness  not  only  to  serve  demand,  but  to 
guide  and  to  advise. 

Turning  to  a  broader  scene,  the  German  overall  retail  structure,  it  is  important  to  note  that 
while  German  mass  merchandisers  other  than  cooperatives  hold  a  total  share  of  over  30  per- 
cent of  all  retail  sales,  they  account  for  over  80  percent  of  sales  of  items  in  the  "discretionary" 
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category,  that  is,  items  other  than  basic  essentials.  Shopping  traffic  among  the  larger  depart- 
ment-store chains  can  run  from  1 .5  to  over  2  million  visitors  (though  not  necessarily  buyers) 
per  day— a  total  of  perhaps  10  million  visitors  within  the  circuit  of  the  major  German  de- 
partment-store chains  with  travel-retailing  facilities  on  the  premises. 

Against  this  background,  the  magnitude  of  the  retailing  network  that  is  an  integral  part  of 
the  two  dominant  producers'  corporate  and  working  structure  takes  on  greater  meaning 
than  a  mere  tabulation  of  the  number  of  outlets,  the  more  so  when  the  size  of  their  respective 
catalog  circulation  is  taken  into  account:  about  4  million  copies  for  the  N-U-R  catalog,  2.4 
million  for  that  of  g-u-t;  over  7  million  for  the  Touropa-Scharnow  (TUI)  "Europe"  catalog 
and  600,000  for  it's  long-haul  destinations  catalog;  the  separate  ITS  (Kaufhof  group)  catalog 
has  a  printing  of  3  million  copies. 

The  specific  distributive  capabilities  of  the  two  main  groups  of  producers  that  dominate  the 
long-haul  travel  market  are  shown  below. 

a.  TUI  group:                                                                                Number  of  retail  outlets 
DER  offices 35 

DER  authorized  agents 800 

Hapag-Lloyd  offices 65 

Quelle  department  stores 141 

Karstadt  department  stores 80* 

Additional  outlets  through  ITS: 

Kaufhof  department  stores 7 1  * 

Hertie  department  stores 67* 

Total,  including  smaller  regional  or 

local  TUI-related  outlets 1 ,200  + 

*  These  figures  relate  to  stores  with  travel  counters,  not  to  the  totality  of  stores  in 
the  group. 

b.  N-U-R/g-u-t  cooperation: 

N-U-R  offices 30 

N-U-R  counters  at  Neckermann  department  stores 1  941 

Authorized  independent  travel  agencies J 

g-u-t  outlets  (see  below) 1 ,250 

The  N-U-R  retail  network  includes,  in  addition  to  the  outlets  noted  above,  a  substantial 
number  of  travel  counters  at  principal  offices  of  the  widespread  network  of  Popular 
Savings  Banks  (Volksbanken);  the  g-u-t  sales  circuit  shown  includes  own  travel  offices, 
travel  counters  at  the  Trades-Union  affiliated  Bank  fur  Gemeinwirtschaft  offices)  and 
authorized  independent  travel  agents.  Not  included  are  200  g-u-t  "travel  stands"  at  super- 
markets of  the  German  cooperative  movement. 

In  other  words,  the  dominant  producing  entities  in  the  market  have,  between  them,  some 
3,000  or  more  retail  outlets,  most  of  them  in  highly  visible  locations  with  heavy  traffic  and, 
above  all,  deep  market  penetration  in  terms  of  reaching  a  varied  clientele  of  all  social  strata. 

Commission  rates  range  from  5  to  12  percent,  depending  on  type  of  sale  and  extent  of  serv- 
ice. For  instance,  lower  rates  apply  when  the  retailer  merely  takes  bookings,  with  process- 
ing carried  out  by  the  producer-wholesaler  to  whom  the  client  then  makes  direct  payment 
(e.g.,  in  the  case  of  N-U-R).  The  upper  range  of  rates  may  include  both  a  sales-target  bonus 
and  an  advertising  allowance. 
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4.   PRODUCTION  SCHEDULES 

The  topic  of  production  scheduling  concerns  both  the  production  and  retail  sectors  of  the 
travel  industry,  for  both  rely  heavily  on  widest  possible  advance  distribution  of  illustrated 
travel  catalogs  and  brochures. 

The  major  producers'  catalogs  area  sizeable  volumes:  The  Neckermann  long-haul  travel 
catalog  for  the  winter  1973-74  runs  to  140  pages;  that  of  Touropa-Scharnow  to  the  same 
volume,  while  other  specialized-area  catalogs,  for  instance  travel  in  Europe,  are  even  bulkier. 
The  catalogs,  attractively  illustrated  in  color,  provide  full  schedules  and  costs— they  thus 
constitute  the  producers'  commitment  to  the  public.  Major  catalogs  are  issued  in  two  annual 
editions:  a  summer  program,  and  one  for  the  late  fall-winter-spring  season.  The  summer 
1974  planning  work  and  printer's  catalog  copy,  for  example,  were  virtually  ready  in  July 
1973,  with  August  or  September  printing  dates.  Winter-spring  copy  is  usually  prepared  by 
the  preceding  spring,  to  be  ready  for  distribution  to  the  public  when  people  return  from 
their  summer  vacations— a  time  deemed  to  be  one  of  high  receptivity  for  ideas  for  the  next 
trip,  and  before  other  non-travel  claims  are  made  on  their  spending  power. 

Throughout  the  industry  and  the  trade  there  were  many  comments  on  the  difficulty  of  ob- 
taining binding  agreement  from  U.S.  carriers,  hoteliers  and  car-rental  organizations  in  time 
for  the  1974  catalog  printing  in  late  summer  of  1973.  There  were  equally  frequent  com- 
ments about  the  fact  that  U.S.  domestic  air-fare  concessions  for  1974  remain  in  doubt 
until  the  last  moment— far  too  late  to  permit  advance  planning  even  for  individual  or  small- 
group  tours.  In  practice,  supplementary  brochures  can  be  and  are  prepared  later,  but  these 
do  not  receive  the  distribution  and  certainly  not  the  public  attention  that  the  main  catalogs 
get.  At  the  time  of  the  study,  there  was  the  further  uncertainty  over  the  specifics  of  1974 
ABC-flight  regulations,  and  over  the  fate  of  affinity  group  charters  ...  in  brief,  an  atmosphere 
surrounding  potential  U.S.  tourism  in  which  the  mass  producer  and  even  large  independents 
with  tour  capabilities  to  other  destinations  felt  discouraged  from  promoting  U.S.  travel  to  the 
extent  to  which  they  might  have  been  under  more  conducive  circumstances. 

These  producers  note  that  the  German  market's  interest  in  the  United  States  is  high.  Against 
this  appraisal  of  market  demand,  however,  they  cite  the  fact  that  their  capability  of  producing 
and  delivering  tourism  on  a  scale  interesting  to  them  must  be  contingent  on  the  full  use  of 
their  own  production  integration,  from  transportation  through  accommodation,  and  on  their 
ability  to  adhere  to  their  own  long-range  planning  schedules. 

In  fact,  the  major  catalogs  are  family  literature;  planning  guides  over  which  families  study 
during  the  fall  and  winter  months,  weighing  costs  and  attractions,  until  a  final  decision  is 
made,  followed  sooner  or  later  by  firm  bookings. 
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III.   THE  LONG-HAUL 
TOURISM  MARKET 


1.   BASIC  CONSIDERATIONS 


The  German  travel  industry  estimates  the  total  size  of  the  current  long-haul  tourist  market 
at  between  120,000  and  150,000  travelers.  The  destination  definition  tends  to  be  vague, 
but  it  is  generally  agreed  that  it  excludes  North  Africa,  the  Canary  Islands  and  the  Near  East, 
primarily  because  costs  to  those  regions  are  far  lower  than  those  to  the  more  clear-cut  "dis- 
tant" travel  goals.  In  any  event,  the  question  of  definition  is  resolved,  as  is  so  much  else  in 
this  context,  by  the  supply-by  the  producers'  offer  available  to  the  public.  Long-haul  des- 
tinations thus  are:  The  Far  East,  East  and  West  Africa,  Mexico,  the  United  States,  Brazil, 
India,  and  Sri  Lanka  (Ceylon). 

It  is  also  the  consensus  of  producers  and  retailers  that  the  long-haul  traveler's  motivation 
rests  on  a  choice  of  two  or  more  of  the  following  criteria: 

1.  Sun,  sand,  and  sea; 

2.  The  status  symbol  of  long-haul  travel; 

3.  Exotic  settings; 

4.  Nature,  natural  attractions,  wildlife. 

The  first  criterion,  sun,  sand,  and  sea,  is  a  constant  and  a  basic  prerequisite.  The  second  is 
virtually  always  important,  though  acknowledged  to  varying  degrees.  Item  3,  exotic  settings, 
is  a  final  determinant  for  the  actual  destination  choice  if  it  is  the  Far  East  or,  to  a  lesser 
extent,  Mexico  (where  the  status  of  an  Acapulco  beach  vacation  predominates),  while  the 
last-mentioned  criterion  applies  of  the  choice  is  an  African  destination. 

It  is,  however,  virtually  impossible  to  overstress  the  fact  that  such  specific  choices  are,  for  all 
but  the  wealthier  segments  of  the  population,  secondary  to  a  strong,  powerfully  promoted 
supply  structure:  the  public  choice  is  made  largely  from  a  predetermined  selection  of  des- 
tinations for  which  the  producers  can  offer  advantageous  terms  and  a  wide  range  of  depar- 
ture dates. 

Beyond  that— for  the  potential  traveler  will  venture  into  unknown  territory— the  producers' 
hallmarks  carry  two  important  guarantees:  (1)  Travel  without  (cost)  surprises;  and  (2)  a 
network  of  facilities  to  advise  and  help  the  traveler  and  thus  to  take  the  edge  off  an  exotic  or 
nature-in-the-raw  setting.  The  first  means  that  the  traveler  can  really  predetermine  all  basic 
costs  other  than  discretionary  expenditures  or  purchases;  the  second  means  in  practice  that 
a  staff  member  of  the  producer's  company  will  be  available  at  all  times  in  each  hotel  or  at 
least  at  each  tour  location,  to  provide  advice  and  guidance,  and  iron  out  all  local  difficulties, 
especially  those  relating  to  language. 

Secondly,  the  industry  as  a  whole  makes  a  sharp  distinction  between  vacation  travelers,  who 
constitute  the  vast  majority  of  the  clientele  and  of  the  German  market  as  a  whole,  and 
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"tourists,"  defined  as  those  who  set  out  to  see  the  sights  and  are  willing  to  visit  a  new  place 
almost  daily,  foregoing  all  thought  of  prolonged  stops  and  rest.  While  most  long-haul  arrange- 
ments provide  for  a  mixture  of  seaside  vacation  with  (optional)  sightseeing  or  "tourism," 
the  latter  is  a  relatively  secondary  consideration. 

Without  exception,  producers  and  retailers  typify  the  United  States  as  "tourist"  territory, 
though  all  deplore  the  fact  that  they  are  unable  to  exploit  the  market's  basic  attraction 
to  the  United  States  by  offering  a  single  destination— perhaps  coupled  with  some  low-key 
sightseeing,  perhaps  in  New  York  en  route  to  the  vacation  resort. 

As  briefly  noted  in  the  introduction,  the  producer's  choice  of  their  own  priority  long-haul 
destinations  is  guided  by  very  concrete  and  far-reaching  considerations  which  are  explored 
below  in  some  detail,  for  they  have  a  strong  bearing  on  the  position  of  the  U.S.  market  in 
the  German  travel  picture. 

The  producer's  role  is  emphasized  by  the  fact  that  while  fewer  than  1 5  percent  of  all  German 
vacation  travelers,  regardless  of  destination,  had  purchased  inclusive  tours  over  the  period 
1 970-72, 1  75  percent  of  those  traveling  by  air  purchased  such  tours:  in  other  words,  in  the 
long-haul  field,  the  mass-travel  producer  and  his  retailers  not  only  occupy  a  key  distributive 
position,  but  operate  in  a  heavily  controlled  market. 

The  ensuing  review  of  the  main  long-haul  destinations  is  thus  essentially  an  analysis  of  factors 
determining  the  producers'  choice  and  the  producers'  assessment  of  public  preferences.  The 
sequence  of  analysis  is  in  order  of  market  size,  an  arrangement  that  may  be  particularly  help- 
ful here  because  it  underscores  the  competition  facing  the  United  States  as  a  tourist  market 
and  helps  to  place  the  producers'  views  on  U.S.  destinations  in  perspective  relative  to  alter- 
natives available  to  them. 


2.  THE  MAJOR  LONG-HAUL  DESTINATIONS  IN  COMPETITION  WITH  THE  UNITED 
STATES 

a.  The  Far  East 

German  production  of  mass  tourism  to  the  Far  East  is  based,  first  and  foremost,  on  the  con- 
cept of  Bangkok  as  the  gateway  and  distribution  center  for  a  broad  range  of  regional  desti- 
nations, with  the  major  logistic  advantage  that  charter  traffic  rights  are  available  for  the 
principal  German  charter  carrier,  Condor. 

The  bulk  of  transportation  from  Frankfurt  to  Bangkok  is  provided  by  twice- weekly  charter 
flights  with  the  following  capacities  for  the  year  1973-74: 

Nov.  2,  1973,  to  Apr.  27,  1974        50  Boeing  747  flights 

@  470  seats  (Condor  configuration):     23,500  seats 

May  4  to  Oct.  20,  1974  52  Boeing  707  flights 

@  182  seats  (Condor  configuration):       9,464  seats 

Total  available  seat  capacity:  32,964  seats 

To  these  figures  are  added  block  charters  and  IT  groups  on  scheduled  services  of  between 
5,000  and  10,000  passengers:  allowing  for  load-factor  variations  on  the  basic  charter  shuttle 
service,  total  production  to  the  Far  East  is  estimated  at  somewhat  over  40,000  and  possibly 
as  high  as  45,000. 


*Der  Spiegel  survey,  op.  cit. 
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With  Bangkok  as  the  gateway  as  well  as  the  minimum-cost  destination,  onward  connecting 
tours  are  offered  to  a  broad  range  of  Far  Eastern  destinations,  ranging  from  static  vacations 
at  Pattaya  Beach  and  Phuket  in  Thailand,  through  static  vacations  at  Penang  (Malaysia)  or 
Bali,  Indonesia,  to  sightseeing  tours  extending  to  Hong  Kong,  the  Philippines,  Japan,  and 
Burma. 

The  minimum  7-day  vacation  (European  plan)  in  Bangkok  is  offered  at  DM  950  ($394.20), 
or,  on  a  7-day  basis,  at  $56.31  per  day,  including  transportation.2  The  minimum  one-week 
stay  at  the  Pattaya  Beach  resort,  including  all  meals  and  transportation  is  DM  1 ,240  ($515.52), 
or  $73.50  per  day,  inclusive  of  travel. 

The  basic  attraction  to  the  public  is  here  an  exotic,  tropical  setting  and  newly-developed 
beach  resorts  on  the  Gulf  of  Siam. 

The  development  of  the  Far  East  as  a  prime  German  long-haul  travel  destination  over  the 
past  two  or  three  years  is,  however,  by  no  means  a  result  of  a  fashionable  vogue  or  of  spon- 
taneous public  demand  but,  rather,  the  result  of  a  set  of  circumstances  and  opportunities  on 
which  the  major  German  producers  were  able  to  build  an  integrated  market  structure. 

At  the  time  of  maximum  United  States  involvement  in  the  war  in  Viet  Nam,  a  substantial 
number  of  rest  and  recreation  centers  for  U.S.  troops  on  leave  were  built  at  various  locations 
in  countries  adjoining  Viet  Nam,  and  notably  in  Thailand,  where  the  resorts  of  Pattaya  Beach 
and  the  island  of  Phuket  were  developed,  usually  with  international  capital  participation. 

Elsewhere,  growing— mainly  U.S.  and  Japanese— tourism  to  South  East  Asia  further  encouraged 
new  hotel  construction  on  the  basis  of  competitive  development  of  local  tourist  facilities, 
often  in  hopeful  anticipation  of  a  vast  influx  of  visitors. 

With  the  progressive  withdrawal  of  U.S.  troops  from  Viet  Nam,  and  a  volume  of  American 
and  Japanese  visitors  below  the  levels  expected,  the  newly-created  resorts  and  hotels  were 
ripe  for  alternative  arrangements  at  extremely  reasonable  costs  to  the  operator  who  would 
take  block  space  on  a  long-term  contract  arrangement.3 

This  situation  presented  a  major  opportunity  for  the  larger  German  producers,  then  in  the 
process  of  evolution:  they  could  obtain  low-cost  space  in  an  exotic  setting  that  lent  itself  to 
imaginative  promotion  and  that  would  receive  positive  response  since  it  offered  a  unique  com- 
bination of  year-round  seaside-vacation  facilities  coupled  with  sightseeing  opportunities  of 
the  first  order. 

Highly  favorable  transportation  arrangements  were  the  next  step  in  realizing  the  attractive 
potential  outlined  above:  since  important  economic  advantages  would  accrue  to  Thailand 
and  other  countries  in  the  region,  government  attitudes  toward  charter  air-traffic  rights  were 
liberal  while  carrier  commitment  to  a  large-scale  flight  program  generated  economies  of  scale 
in  respect  of  flight  costs.  At  the  same  time,  the  Bangkok  gateway  concept  assured  regional 
carriers  and  especially  Thai  Airways  International  an  attractive  share  of  onward  traffic. 


-While  the  method  of  establishing  an  average  daily  rate  on  the  basis  of  total  costs  including  transportation 
is  heavily  biased  by  its  transportation-content,  particularly  in  short-stay  costs,  it  is  regarded  as  a  valid  yardstick 
for  the  analysis  of  comparative  costs. 

Similarly,  only  minimum  quoted  prices  can  be  used  as  a  yardstick  for  comparative  costs  between  various 
destinations,  even  though  they  may  cover  only  accomodations  or  services  unacceptable  to  all  but  the 
marginal  traveler.  It  is  these  minima  that  are  in  the  public  eye  through  widespread  promotion,  even  though 
some  producers  agree  that  they  are  essentially  a  "come-on"— a  point  of  departure  on  which  they  hope  to 
base  a  booking  for  a  higher-priced  arrangement.  Nevertheless,  it  is  the  minimum  rate  that  is  in  the  forefront 
of  the  inter-destination  competition. 

JAs  early  as  the  beginning  of  1972  German  travel  circles  estimated  one  major  producing  group's  invest- 
ment in  long-term  contract  arrangements  with  hotels  at  all  destinations  served  by  the  producer  at  over 
$15  million. 
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With  the  substantial  investments  involved  (see  also  note  3,  above),  both  producers  and  car- 
riers concerned  have  acquired  a  heavy  vested  interest  in  promoting  the  mass-tourism  that 
they  have  almost  literally  "constructed"  in  its  detailed  elements.  Clearly,  German  travel 
motivation  toward  "The  Mysterious  East"  was  and  remains  an  element  of  basic  importance, 
but  once  producer  commitment  had  taken  place,  the  prime  development  momentum  became 
that  of  the  producers'  motivation  to  increase  the  profitability  of  their  investment. 

Considerable  space  has  been  devoted  to  the  Far  Eastern  long-haul  tourism  destination  not 
only  because  of  its  relative  importance  in  the  German  market  picture,  but  also  because  its 
structural  details  represent  a  classical  case  of  integrated  tourism  development  that  the  German 
industry  regards  as  optimal  and  that,  consciously  or  otherwise,  it  has  come  to  adopt  as  a 
standard  against  which  it  tends  to  evaluate  other  potential  ventures.  Having  learned  in  the 
Far  East  and  also  in  Africa  that  a  far-reaching  commitment  is  productive  and  profitable,  it 
tends  to  think  along  similar  lines  in  its  approach  to  new  alternative  destinations. 

Further  tourism  development  in  the  Far  East  is  on  both  the  near  and  farther  horizon:  At  the 
time  of  this  study's  field  phase,  Philippine  Airlines  was  canvassing  major  producers  in  order 
to  generate  a  greater  tourist  flow,  mainly  built  on  the  Bangkok  gateway  infrastructure. 

Farther  on  the  horizon  is  added  tourist  development  in  Indonesia,  where  the  head  of  Munich 
University's  Institute  for  Tourism  Economics  is  currently  at  work  on  such  development 
plans. 

b.   East  Africa 

The  extent  of  German  mass-tourism  development  to  East  Africa  is  generally  analogous  in 
concept  to  that  already  described  in  the  Far  East  context,  though  specific  circumstances 
vary  somewhat. 

Total  German  mass-tourism  production  toward  East  Africa  during  1973-74  is  estimated  at 
somewhat  over  20,000  passengers,  with  the  combined  production  of  the  two  largest  industry 
units  alone  at  1 8,000  passengers. 

Development  has  centered  on  the  Indian  Ocean  coast  of  Kenya,  particularly  in  the  Mombasa 
area,  based  on  both  conventional  hotels  and  on  a  "vacation  village."  New  construction  under 
favorable  national  fiscal  incentives  has  involved  German  financial  participation  (see  chapter 
II,)  and  German  government  credits  are  involved  in  the  enlargement  of  Mombasa  airport  to 
accomodate  larger  aircraft.  Passenger  movement  is  by  Condor  charter  aircraft,  with  regular 
weekly  services  on  both  Frankfurt-Nairobi  (Boeing  707)  and  Frankfurt-Mombasa  (Boeing 
727)  lines,  with  additional  winter-season  through  service  from  Diisseldorf  to  Mombasa.4 
Onward  transportation  from  Nairobi  is  by  local  scheduled  carrier  (East  African  Airways) 
under  sub-charter  from  a  local  charter  carrier. 

The  advertised  minimum  cost  for  a  one-week  stay  at  either  Nairobi  or  Mombasa  is  DM  850 
($397.09)  European  plan  including  breakfast  and  transportation  costs,  that  is,  $56.87  per 
day,  with  the  full  transportation  cost  pro-rated. 

There  is  a  choice  of  extensive  excursion  programs  through  most  of  East  Africa  and  the  near- 
by Comoro  Islands,  but  promotional  stress  is  on  safaris  in  Kenya's  various  parks  and  game 
preserves,  and  on  a  wide  range  of  aquatic  activities. 

Beyond  the  East  African  coast,  there  is  some  growing  producer  interest  in  farther  Indian 
Ocean  island  destinations,  notably  in  Mauritius  (which  has  new  Lufthansa  scheduled  air 


^Direct  flight  from  Munich  will  begin  in  1974.    Interestingly,  on  the  East  African  route  the  producer 
stress  the  availability  of  direct  service  from  the  major  traffic  centers  as  a  sales  point. 
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service  from  Frankfurt,  and  on  this  route  tourist  development  is  implicit  in  the  granting  of 
traffic  rights)  and  the  Seychelles  where  a  hotel-construction  boom  has  been  under  way  for 
two  years  with  the  possibility  of  an  oversupply  situation  in  sight  which  would  offer  attractive 
opportunities  along  Far  Eastern  lines.  Finally,  new  Club  Mediterranee  facilities  will  be 
opened  in  1974  on  the  French  island  of  Reunion  (off  Madagascar)  and  in  Mauritius  at  a 
time  when  this  Paris-based  producer  with  branches  in  Germany  seeks  to  increase  its  market 
penetration  in  Germany. 


c.  West  Africa 

Integrated  mass-tourism  from  Germany  is  primarily  to  four  major  West  African  destinations: 
Lome  (Togo),  the  seaside  city  of  Abidjan  and  the  Assouinde  vacation  village,  both  in  the 
Ivory  Coast,  and  the  Club  Aldiana  vacation  village  in  Senegal.  The  vacation-village  facilities 
mentioned  are  generally  used  on  a  split-time  basis  with  other  European  producers,  notably 
the  Swiss  Hotel  Plan  company. 

Total  German  production,  dominated  by  the  two  major  groups,  is  of  the  order  of  10,000 
tourists  per  year,  bearing  in  mind  that  West  Africa  is  a  winter  destination  with  a  season  last- 
ing from  November  through  end  of  April  only. 

Transportation  is,  once  again,  by  Condor  charter  flights  with  weekly  Boeing  707  service  to 
Abidjan  and  Lome,  and  weekly  Boeing  727  service  to  Dakar  for  Club  Aldiana.5 

Advertised  minimum  costs  are  DM  1,090  ($452.28)  for  a  one  week  stay  at  Abidjan  (Euro- 
pean Plan)  including  transportation,  or  $64.61  per  day;  the  minimum  inclusive  week's  price 
at  Club  Aldiana  is  DM  817  (399.00)  American  Plan,  or  $48.43  per  day. 


d.  Mexico 

Mexico  is  a  relatively  new  and  fast-growing  German  tourism  destination,  pioneered  by  a  small, 
specialized  producer,  but  which  has,  for  the  1973-74  season,  attracted  full-scale  production 
by  the  travel  industry's  dominant  entities.  Total  production  for  the  12  months  November 
1973  to  October  1974  may  thus  reach  close  to  30,000  travelers,  carried  primarily  by  Condor 
charter  Boeing  747s  with  a  twice-weekly  flight  program  during  the  winter  season. 

Specific  destinations  are,  primarily,  Mexico  City,  Acapulco  and  Cozumel— the  latter  two 
offering  a  static  seaside  vacation  with  optional  extensions  for  sightseeing  tours.  The  promo- 
tional thrust,  however,  concentrates  on  the  Pacific  coast  beaches. 

At  the  time  of  writing  the  three  principal  producers  involved  offer  somewhat  unusually  dis- 
parate minimum  prices  what  appear  to  be  comparable  services— a  possible  first  indication 
that  Neckermann  N-U-R,  whose  prices  elsewhere  tend  to  be  slightly  above  the  competitions' 
minima,  may  seek  to  undercut  bothTUI  and  independent  (Terramar,  Frankfurt)  competition. 

Advertised  minimum  costs  for  an  inclusive  one-week  stay  at  Cozumel  (beach)  or  in  Mexico 
City,  including  transportation,  are  DM  897  ($372.20),  or  $53.17  per  day. 


5  The  recent  history  of  the  Club  Aldiana  is  a  case  in  point  of  the  uncertainties  that  even  the  best-conceived 
tourist  operation  can  face  in  the  developing  countries:  Late  in  1972  or  early  in  1973,  Senegal  suddenly 
cancelled  Condor's  traffic  rights,  imperilling  the  entire  Neckermann  N-U-R  operation  at  Club  Aldiana. 
A  compromise  solution  was  reached  when  Neckermann  agreed  to  allocate  the  charter  contract  to  Air 
Afrique,  the  regional  international  carrier  of  the  West  African  states;  while  Air  Afrique  then  agreed  to  pass 
a  sub-charter  back  to  Condor.  The  dispute  was  not  settled  until  mid-1973 ;  as  a  result  Club  Aldiana  programs 
receive  unusually  low-key  mention  in  the  N-U-R  1973-74  winter  catalog. 
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The  German  producers'  new  interest  in  Mexico  as  a  mass-tourism  destination  coincides  with 
current  Mexican  plans  to  substantially  expand  tourist  facilities  in  anticipation  of  a  major 
influx  of  foreign  visitors.  Thus  the  Fondo  de  Promotion  de  Infrastructura  Turi'stica 
(INFRATUR)  expects  that  arrivals  by  air  of  foreign  visitors  will  increase  from  about  1  million 
in  1972  to  about  2.7  million  by  1980,  calling  for  an  increase  in  the  basic  supply  of  hotel  rooms 
for  this  specific  market  sector  from  about  2,200  in  1973  to  6,000  in  1980.  Concurrently, 
plans  are  under  way  to  establish  "Mexican  Centers"  comprising  consulates,  tourist  offices, 
airline  counters,  banks  and  commercial  exhibition  space,  with  Frankfurt  as  well  as  Paris, 
London,  Brussels,  New  York,  and  Los  Angeles  mentioned  as  possible  locations.6 

e.   Brazil 

The  first  seasonal  tourist  movement  on  a  major  scale  to  Brazil  is  planned  for  the  winter 
1973-74  by  one  of  the  two  major  producers,  envisaging  20  regular  weekly  departures  from 
Frankfurt  to  Rio  de  Janeiro  by  Condor  Boeing  707  aircraft  between  November  12,  1973, 
and  April  15,  1974.  Minimum  cost  for  the  2  week  arrangement  (European  Plan)  including 
transportation  is  DM  1,590  ($659.75).  By  deducting  the  supplement  for  an  extra  week's 
stay  to  provide  comparability  with  other  destinations'  advertised  minima,  the  "yardstick" 
daily  cost  would  be  $85.12;  on  the  more  realistic  2-week  basis  it  would,  however  be  $47.13. 


6Data  published  in  Vision,  Mexico,  June  16-30,  1973. 
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IV.   THE  TRAVEL  MARKET  TO  THE 
UNITED  STATES 


1.  MARKET  SIZE  AND  CHARACTERISTICS 

In  1973,  Germans  made  331,992  trips  to  the  United  States,  representing  a  39.9%  increase 
over  1972.  During  the  last  five  years  (1969- 1973)  German  travel  to  this  country  has  increased 
at  an  average  annual  rate  of  19.8%. 

As  regards  the  identification  of  tourist  element  in  the  overall  U.S.  travel  total  from  Germany, 
the  findings  of  this  study  lead  to  the  following  breakdown  by  principal  categories  of  travel 
programs  for  the  year  1973: 

1.  Short-term  visitors  (5-7  days)  traveling 

within  the  affinity-charter  flight  framework 38,000-40,000 

2.  Travelers  on  ABC  flight  programs  who 

have  purchased  connecting  land  arrangements 8,000  (maximum) 

3.  Group  or  individual  travelers  using  pro- 
grams or  itineraries  prepared  by  travel  agents 10,000-12,000 

Total  identified  tourists 56,000-60,000 

To  this  range,  which  would  cover  between  1 7  and  1 8  percent  of  total  German  visitors  in  1 973, 
an  estimated  16,500  German  visitors  traveling  on  youth  fare  could  be  added. 

2.  INDUSTRY  VIEWS  AND  ATTITUDES 

The  strongest  impressions  received  in  the  course  of  this  study  which,  by  design  centered  on 
travel  producers  featuring  mass  long-haul  travel,  can  be  summarized  as  follows: 

a.  The  larger  mass-travel  producers'  genuine  sense  of  surprise  that  the  Long- 
weekend  in  New  York  programs  had,  in  their  first  year,  come  to  rival  the 
"standard"  Far  East  and  other  long-haul  programs  described  in  chapter  III. 

b.  A  feeling  by  major  organizers  that  their  ABC  programs  had  been  a  signifi- 
cant effort  to  generate  US-bound  tourism;  that  the  low  tourist  element 
(estimated  at  under  20  percent)  under  ABC  tended  to  confirm  their  basic 
view  that .  .  . 

c.  VFR  traffic  represented  the  great  bulk  of  the  Germany-U.S.  travel  mar- 
ket—perhaps as  much  as  90  percent. 
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Beyond  these  three  points  which  require  little  further  discussion  at  this  juncture,  more 
specific  and  potentially  constructive  as  well  as  realistic  points  are  analyzed  in  more  detail  in 
the  ensuing  pages.  The  common  denominator  of  these  points  is  that  they  build  on  an  informa- 
tion base  contained  in  earlier  chapters  of  this  report,  especially  the  preceding  chapter  on  the 
Long-haul  tourist  market,  designed  as  a  guide  to  both  industry  action  and  industry  philosophy. 

It  is,  in  the  first  place,  appropriate  to  repeat  here  the  earlier  assertion  that  the  German  travel 
industry  fully  accepts  a  number  of  survey  findings  to  the  effect  that  the  United  States  is  the 
foreign  country  that  Germans  want  to  visit  most.  With  few  exceptions,  however,  there  is  a 
widespread  belief  that  the  proper  framework  for  building  on  this  basic  desire  is  still  lacking. 

In  developing  that  viewpoint,  experienced  industry  executives  cite  the  basic  market  demand 
for  static  sun-sand-sea  vacations,  albeit  in  a  country  that  can  exercise  a  strong  market  attrac- 
tion. Without  necessarily  regarding  its  success  in  the  Far  East  as  an  immutable  pattern,  the 
industry  feels  that  a  judicious  "mix"  of  opportunity  for  static  (one-stop)  seaside  relaxation 
with  some  sightseeing  would  ideally  meet  the  broadest  possible  market  demand.  A  southern 
climate  represents  added  attraction  providing  both  public  and  industry  with  an  all-year 
destination. 

Secondly,  implicit  rather  than  articulated,  is  the  mass-travel  producers'  need  to  attain  the 
economies  of  scale— unless  these  are  at  least  feasible,  their  interest  fades  to  the  back  of 
their  impressive  catalogs.  In  this  industry  segment,  the  first  motivation  is  to  build  volume 
through  low  prices  and  small  margins,  but  with  the  prospect  that  volume  will  in  fact  com- 
pensate for  the  latter.  And  volume  can,  in  the  final  analysis,  best  be  built  up  through  an 
integrated  operation  embracing  both  transportation  and  local-stay  facilities,  if  at  all  possible 
on  a  basis  of  a  constant,  computer-monitored,  turnover  of  visitors.  Implicit  in  this  approach 
is  the  fact  that  the  producer's  motivation  in  a  given  tourist  operation  increases  in  proportion 
to  his  stake,  his  vested  interest  in  it. 

In  a  sense,  then,  all  other  long-haul  destinations  must  compete  with  the  Far  East— not  nec- 
essarily for  traffic,  but  certainly  for  the  major  producers'  attention  and  energy. 

The  major  producers  are,  however,  far  from  complacent:  they  fully  realize  that  the  market 
for  a  given  destination  can  become  saturated.  In  fact  some  now  believe  that  the  East  African 
market  segment  is  reaching  the  saturation  point. 

There  is  strong  evidence  that  these  producers  have  given  thought  to  the  U.S.  market's  devel- 
opment potential  or  at  least  are  prepared  to  do  so.  Their  basic  thoughts,  however  embryonic, 
on  this  topic  show  a  considerable  degree  of  uniformity  and,  geographically,  tend  to  center  on 
Florida,  with  some  secondary  interest  in  California. 

Specifically,  their  thinking  runs  along  lines  that  can  best  be  presented  in  schematic  form, 
showing  basic  common  features  or  factors  in  the  center,  and  viable  alternatives  to  either  side, 
as  follows: 
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A  charter  air-carrier  operation  that  is  fully 
integrated  into  the  overall  program,  with 
direct  flights  from  Germany  to  destination 
represents  a  virtual  prerequisite; 

Long    leases    or   long-term    contract    ar-  Newly-constructured    or    leased    cottage 

rangements      with      efficient,      low-cost  colonies  with  2-3  room  units;  either  with 

hotels  at  beaches;  central  dining  rooms  or  with  own  cooking 

,,,...,.        .  „,  ,  ..,  facilities  (with  guests  doing  own  shopping 

Modified     American    Plan    meals,    with  ,    ,°  ,?,     ,,      ^    \ 

,    ,  ,  ,,  i(-     ...    „   j.  ,  in  supermarkets  as  an  added  attraction); 

at  least   a   nucleus  ot      lamiliar     dishes 

available; 

Presence  of  German  counsellors  and  avail- 
ability of  German-speaking  key  staff  among 
those  having  guest  contact; 

Full  recreational  facilities  and  conveniences 
at  no  extra  on-the-spot  cost  to  guests; 

Optional    local   sightseeing  opportunities  Optional  add-on  sightseeing  travel  at  end 

permitting    return    to    base    each    night;  of  static  vacation  period; 

If  transportation  can  be  coordinated,  option- 
al return  trip  via  New  York  with  short  stay 
there ; 

"Familiar     milieu"     in     a     distinctively  Opportunity   to  see  and  meet  the  "real 

American  setting.  America"  and  Americans. 

Among  certain  producers  who  have  explored  one-stop  vacation  opportunities  in  Florida  with 
their  own  single  tour  groups  or  by  way  of  scouting  expeditions,  there  is  the  strongest  possible 
negative  reaction  to  a  stream  of  "extra"  charges  to  their  guests  (who  had  expected  their  all- 
inclusive  tour  to  be  just  that)  and  to  constant  demands  for  tips  by  hotel  staffs.  Tour-leaders' 
prior  efforts  to  offer  advance  bulk  tips  to  the  staff  had  been  refused.  It  should  be  explained 
here  that  the  major  travel  producers,  by  virtue  of  their  extensive  programs,  have  a  vested  in- 
terest in  their  brand  name  which  they  value  as  their  primary  selling  asset.  In  their  view, 
participation  in  their  travel  program  is  the  beginning  of  a  client  relationship  built  on  brand 
loyalty.  They  thus  fear  even  minor  irritants  that  will  reflect  on  their  brand  and  their  fore- 
sight in  planning. 

Although  the  schematic  outline  of  potential  building  blocks  from  which  producers  believe 
they  could  construct  a  mass-travel  movement  to  the  United  States  is  a  composite  picture  whose 
details  are  drawn  from  several  producing  entities,  there  is  near-unanimity  in  suggesting 
Orlando,  Florida,  area  as  a  prime  possible  site  for  one  or  more  facilities  of  the  types  suggested, 
with  Orlando  as  the  gateway  airport. 

Certain  other  producers  who  have  had  substantial  exposure  to  the  United  States,  however, 
have  at  least  turned  some  thoughts  to  other  areas,  seeking,  in  the  first  place,  an  American 
equivalent  to  the  now  familiar  Bangkok  gateway  as  a  "turntable"  to  various  final  destinations 
in  the  country.  Regarding  John  F.  Kennedy  Airport  in  New  York  as  "difficult,"  Boston 
was  mentioned  in  highly  complimentary  terms  by  producers  and  carriers  as  a  gateway  where 
the  Massport  Authority  was  helpful  and  welcoming.  The  sole  technical  drawback  here  was 
the  fact  that  carriers  insist  on  basing  charter  costs  on  the  aircraft's  continuation  to  New 
York,  which  entails  a  special  ferrying  charge  which  includes  the  cost  of  a  new  crew  (as  union- 
set  maximum  crew  flying  time  is  absorbed  on  the  Atlantic  crossing). 
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Denver  is  also  mentioned  as  a  highly  attractive  gateway  to  the  Rocky  Mountain  region,  where 
vacations  in  the  mountain  sun  might  provide  a  high-status  destination  for  the  upper-income 
brackets  of  the  public  that  now  summers  in  Switzerland  or  northern  Italy,  and  though  accept- 
able charter  rates  at  somewhat  over  $250  per  seat  Frankfurt-Denver  round  trip  are  available, 
feasibility  is  negated  by  a  $90  per  seat  ferrying  charge  to  New  York. 


3.  THE  EXISTING  PRODUCTION  SEGMENTS 

a.  The  Mini-Vacation  (Weekend)  Segment 

In  the  light  of  this  study's  findings,  the  currently  most  productive  and  promising  of  all 
German  travel  programs  to  the  United  States  is  that  based  on  a  long  5-day  weekend  in 
New  York,  with  optional  sightseeing  tours  to  Washington,  D.C.,  and  along  the  Hudson  Valley. 

Based  in  1973  on  affinity  charter  flight  programs,  which  were  subsequently  discontinued, 
the  weekend  programs  had  generated  a  volume  of  between  38,000  and  40,000  travelers 
in  1973. 

The  programs  tend  to  fall  into  an  impulse-purchasing  element  within  the  German  market: 
off-season  mini-vacations,  increasingly  popular  and  largely  devoted  to  city  visits,  tend  to  be 
decided  on  with  a  good  deal  of  spontaneity,  in  contrast  to  the  more  carefully  considered  and 
planned  longer  vacations.  The  attractive  pricing  of  the  New  York  programs,  which  range  from 
minima  of  DM  695  ($288.38)  to  DM  838  ($347.72),  depending  on  the  organizer  and  the  serv- 
ices offered,  is  sufficiently  appealing  to  those  upper  strata  of  the  public  (whether  in  terms 
of  income  or  social  level)  who  do  not  normally  accept  mass  travel  programs. 

Because  of  the  regulatory  complexities  that  developed  concerning  these  programs,  their  de- 
tails are  discussed  more  extensively  in  chapter  VI,  section  2. 

Stressing  their  purely  tourist  aspects  and  market  impact,  the  long-weekend  programs  appear 
to  have  met— even  within  their  restricted  affinity  structure— with  a  far  greater  and  readier 
market  response  than  the  sum  total  of  all  other  tourism-promotion  arrangements.  In  part 
this  is  due  to  a  corollary  of  a  point  mentioned  in  the  following  section  in  another  context: 
the  fact  that  the  United  States  is  viewed  by  public  and  industry  alike  as  vast  and  varied, 
to  the  point  where  a  travel  itinerary  becomes  a  difficult  and  frustrating  choice;  it  is  virtually 
impossible  to  "see  the  U.S.A."  in  one  voyage  of  any  reasonable  duration.  New  York  alone, 
however,  is  seen  as  a  self-contained  and  meaningful  entity  of  entirely  manageable  proportions 
and  it  is  thus  acceptable  as  a  finite  destination.  This  reasoning  is  further  supported  by  the 
long-weekend  framework  of  time:  it  is  clearly  impossible  to  visit  more  than  one  or  two 
major  cities  within  five  days— the  span  of  a  normal  off-season  mini-vacation. 

It  is  clear  that  the  success  demonstrated  by  the  long-weekend  organizers,  and  especially  the 
largest,  Travellers  International,  has  aroused  the  interest  of  the  Big  Two  producers  whose  US 
programs  in  1973  were  largely  confined  to  ABC  production  with  its  very  limited  tourism 
content.  It  is  equally  clear  that  the  future  of  the  program  is  inextricably  tied  up  in  broader 
matters  of  aviation  policy  and  economics.  To  be  fair  and  realistic,  both  tourism  and  aviation 
considerations  must  be  dealt  within  this  report  for  an  unfavorable  regulatory  setting  can 
obstruct  the  most  fruitful  tourism  program. 

In  terms  of  tourism  earnings,  the  weekend  programs  can  be  estimated  to  have,  in  1973, 
generated  the  following  non-transportation  expenditures  in  the  United  States: 

Land  arrangements  (accomodation,  meals,  sightseeing) $7.2  million 

Travelers  discretionary  private  expenditures $4.8  million 

Total  (2  seasons) $  1 2.0  million 
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On  the  basis  of  projected  1974  volume,  this  market  segment  is  likely  to  yield  over  $  1 8  million 
in  U.S.  earnings. 

The  data  shown  rest  on  certain  organizers'  thorough  analysis  of  the  subject,  but  with  some 
downward  allowance  for  the  lower-cost  programs  and  their  participants'  somewhat  lower 
discretionary  spending  in  New  York,  basing  the  total  on  $  1 20  per  traveler,  deemed  a  realistic 
average  by  the  industry,  although  organizers  of  the  higher-priced  programs  place  discretionary 
spending  in  their  sub-segment  of  the  market  at  $  1 50  per  person,  with  some  travelers  spend- 
ing as  much  as  $400  on  purchases  and  extra  services. 

The  principal  negative  comments  on  the  New  York  side  of  the  program  relate  to  the  time 
required  for  customs  clearance  at  John  F.  Kennedy  Airport,  which  can  be  as  long  as  two 
hours  at  peak  arrival  times— a  major  and  first  irritant  on  a  short-stay  visit  when  time  is 
precious.  Hotel  service  levels  were  an  initial  difficulty,  overcome  once  the  hotels  concerned 
realized  that  the  program  really  generated  volume  travel  and  high  occupancy  rates.  Some 
potential  producers  now  mainly  in  the  GIT  field,  but  viewing  the  weekend  format  as  a 
vehicle  for  special-character  travel  (the  theater,  the  opera,  concerts)  note  the  near-impossibil- 
ity of  getting  adequate  advance  notice  of  schedules  of  events,  and  the  impossibility  of  obtain- 
ing a  sufficient  number  of  tickets  once  schedules  are  published.  (It  is  in  this  context  that  the 
most  frequent  requests  for  "official  intervention"  or  "official  help"  were  heard.) 

In  their  own  summaries  of  this  segment's  long-range  potential,  the  producers  believe  that 
theirs  is  merely  a  first  step  in  the  direction  of  generating  a  steady  travel  volume  to  the  United 
States  through  programs  that  are  similarly  conceived,  based  on  limited  but  highly  attractive 
destination  objectives  that  are  essentially  self-contained.  It  is  their  belief  that  the  potential 
traveler  should  not  be  exposed  to  too  many  choices  and,  to  too  much  touring  and  too  many 
impressions  at  one  time.  Above  all,  they  desire  programs  that  can  generate  a  stable  traffic 
flow  rather  than  sporadic  peaks,  dependent  on  ad  hoc  special  events. 

b.  The  ABC-CONNECTED  Tourism  Segment 

The  character  and  impact  of  the  Advance  Booking  Charter  (ABC)  flight  programs  is  discussed 
in  detail  in  its  technical  and  economic  aspects  in  chapter  VI.  It  is  appropriate  here  to  briefly 
summarize  a  key  characteristic  of  the  program  as  it  appeared  in  1973.  That  key  characteristic 
is  that  the  ABC  program  was  above  all  else  a  low-cost  transportation  network— virtually  an 
independent  airline  structure  superimposed  on  other  patterns  of  US-bound  transportation 
from  Germany.  A  secondary  but  equally  salient  characteristic  was  the  fact  that  the  princi- 
pal ABC  retailers  were  not  only  program  organizers  but  in  effect  the  program  entrepreneurs— 
virtually  flight  operators— whose  earnings  depended  on  operating  profits.  Not  only  was  the 
incentive  to  sell  connecting  land  arrangements  reduced,  for  these  carry  a  straight  1 0  percent 
commission,  but  at  peak  times  the  sales  effort  involved  in  the  explanation  and  processing 
of  land  arrangements  could  actually  get  in  the  way  of  the  transportation  sales  at  busy, 
crowded  counters  of  the  larger  retailers. 

Promotion  of  land  arrangements  was  low-key;  usually  fine  print  at  the  bottom  of  the  flight 
data.  Nevertheless,  the  packages  offered  found  some  response  among  the  almost  exclusively 
VFR  travelers  who  wished  to  augment  the  family  visit  with  a  few  days  of  sightseeing  on  their 
own.  Bearing  in  mind  the  VFR  character  of  the  traffic,  retailers  tended  to  consider  the 
outside  maximum  of  20  percent  of  connecting  packages  satisfactory. 

There  are  indications  that  a  greater  promotional  and  planning  effort  will  be  made  in  1974 
in  the  light  of  less  stringent  advance-booking  requirements  and  a  possible  broadening  of  the 
ABC  program  that  may  permit  the  type  of  integrated  program  planning  that  is  attractive  to 
the  major  mass-travel  producers. 
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c.  Other  Tourism  Segments 

The  estimated  volume  of  group  inclusive-tour  and  individual  travelers  of  between  10,000  and 
12,000  in  1973  rests  on  a  diffused  basis  of  largely  small-scale  producers  with  a  relatively 
limited  access  to  the  market,  except  for  the  specialized  members  of  the  TUI  groups,  Airtours 
International  and  Dr.  Tigges  Reisen,  whose  distribution  is  through  the  full  TUI  distributive 
network  and  the  affiliated  Kaufhof  and  Hertie  department-store  chains.  Nevertheless,  the 
combined  sales  of  U.S.  Group  and  individual  travel  is  of  the  order  of  1,700-1,750  passengers 
per  year. 

If  producer  sales,  per  unit,  are  small,  the  offer  of  alternative  tours  is  large-too  large,  in  the 
eyes  of  some  retailers  who  find  themselves  as  bewildered  as  their  potential  customers.  Where 
individual  travel  itineraries  are  concerned,  a  plethora  of  choices  were  superimposed  on  a 
North  Atlantic  fare  structure  that  at  the  time  contained  39  different  tariffs. 

One  of  the  most  successful  group-tour  productions  originating  in  Germany  in  cooperation  with 
a  New  York  German-language  daily  is  a  self-contained  "hotel-on-wheels"  program  comprising 
a  30-day  New  York-Chicago-New  Orleans-Miami-New  York  circuit  (DM  2,390=$991.70,  or 
$33.06  per  day  inclusive,  group  flight  from  and  to  Germany);  and  a  22-day  southern  circuit 
based  on  Miami  (DM  2, 1 90=$908.7 1  or  $41.31  per  day). 

Other  producers  note  the  relative  popularity,  despite  a  very  small  scale,  of  tours  covering  a 
coast-to-coast  itinerary  over  those  whose  farthest  western  point  is  in  Montana  or  Arizona, 
despite  higher  prices.  Here,  producers  believe  a  desire  to  see  the  entire  country— to  at  least 
reach  the  Pacific— comes  into  play,  while  a  comparatively  close  inland  destination  leaves  the 
traveler  with  the  feeling  of  an  incomplete  journey.  The  price  of  such  a  typical  22-day  tour 
successfully  organized  by  a  major  mass-travel  producer  was  DM  3,879  ($1,609.54),  or  $73.16 
per  day,  including  all  transportation. 

On  the  whole,  however,  the  small  producers  tend  to  call  a  given  tour  or  itinerary  successful 
if  it  can  generate  the  required  minimum  of  1 5  passengers  to  qualify  for  tour-basing  GIT  fares. 
In  other  words,  this  industry  segment  tends  to  work  on  a  very  small  scale  against  considerable 
odds  and  with  no  assurance  of  creating  a  steady  clientele.  On  the  other  hand,  the  producers 
of  travel  on  a  larger  scale  believe  that  the  relative  simplicity  of  the  programs  (including  the 
Long  weekend  in  New  York)  creates  a  base  for  repeat  travel  if  the  concept  of  their  product 
can  be  expanded  to  other  well-defined,  clear-cut  destinations  in  the  United  States,  with  a 
minimum  of  choices  to  confuse  both  retailers  and  the  public. 
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V.   TRANSPORTATION  FACTORS 


1.   INTRODUCTION 

This  chapter  is  the  first  of  two  devoted  to  the  role  of  transportation  services  and  transporta- 
tion costs  in  the  development  of  German  tourist  travel  to  the  United  States,  with  some  com- 
parative references  to  other  major  long-haul  tourist  markets. 

The  overall  transportation  topic  requires  considerable  attention,  for  transportation— both  in 
terms  of  service  availability  and  of  relative  costs— is  central  to  the  long-haul  German  tourism 
market's  development. 

The  present  chapter  seeks  to  analyze  the  role  of  scheduled  services,  with  special  reference  to 
traffic  patterns  and  flight  frequencies,  as  well  as  tariff  structures,  while  the  ensuing  chapter 
deals  with  the  role  of  special  flight  programs,  including  ABC  and  affinity-charter  programs 
with  a  major  tourism  impact.  The  present  chapter  also  discusses  certain  aspects  of  the  system 
of  regular,  essentially  scheduled  (though  not  daily)  mass-charter  flights  organized  by  Condor, 
a  Lufthansa  subsidiary,  between  Germany  and  major  non-American  mass-tourism  destina- 
tions, including  the  Far  East,  East  and  West  Africa  and,  more  recently,  Mexico  and  Brazil. 


2.  THE  SCHEDULED  AIRLINES 

Those  scheduled  carriers  that  currently  emphasize  their  role  as  such,  stress  their  ability  to 
participate  in  a  creative  tourism  effort  because  of  their  relative  freedom  from  time  (pre- 
booking;  length  of  stay;  return  date)  restrictions  which  enables  them  to  offer  a  wide  range 
of  products  based  on  small  groups  (from  15  persons,  10-21  days  GIT  basis  during  the  summer 
season;  from  10  persons,  7-8  days  GIT  basis,  winter  1973-74).  These  products  lend  them- 
selves to  wide  distribution  through  the  retail  trade,  with  a  good  chance  of  readily  attaining 
the  minimum  group  quotas  required.  (The  "product"  referred  to  here  is  in  fact  almost  al- 
ways identical  with  that  offered  by  the  German  producers  themselves,  with  some  parallel 
distribution  by  the  participating  airline  through  its  own  sales  facilities  and  under  its  own 
trade  mark.) 

As  far  as  the  more  important  tour  producers  in  the  German  market  are  concerned,  total 
sales  of  inclusive  group  tours  and  pre-planned  individual  itineraries  to  the  United  States  in 
1973  were  estimated  in  the  preceding  chapter  at  between  10,000  and  12,000  passengers  in 
the  "pure"  tourism  category,  excluding  travelers  on  study  or  incentive  tours.  Considerable 
promotional  and  sales  effort  is  involved  in  the  marketing  of  this  segment  whose  tour-basing 
special  fares  were  initially  conceived  as  promotional  stimulants  toward  higher  load  factors, 
especially  during  the  off-season.  As  illustrated  below,  these  special  fares  generate  substanti- 
ally lower  yields  per  passenger-mile  than  standard  or  excursion  fares,  but  this  lower  yield  was 
expected  to  be  offset  by  greater  passenger  volume  and  thus  better  load  factors. 
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Estimated  distribution  of  revenue  passenger-mile  yields,  transatlantic  operations,  by  fare 
classification,  U.S.  route  and  supplemental  air  carriers 

Calendar  year  1971 


Yield  per  revenue 
Class  of  service                                                                  passenger-mile 

Route  carriers:  (cents) 

Scheduled  services: 

Normal  fares: 

First  class 10.95 

Economy 6.60 

Discounted  fares: 
Excursion— 

14-21  days 4.86 

22-45  days 3.85 

Inclusive  tour 3.50 

Affinity  group 3 .40 

Other 3.00 


Total  scheduled 4.96 

Charter  operations 2.45 

Total  scheduled  and  charter,  route  carriers 4.67 

Supplemental  carriers 2.11 

Total  scheduled  and  charter,  route  and  supplemental 4.00 

Source:  Civil  Aeronautics  Board,  The  Effect  of  Discount  Fares  and  Charter  Opera- 
tions on  Yields  and  Operating  Revenues  in  Trans-Atlantic  Operations,  Washington,  June 
1973;  extracts  from  table  8,  p.  38. 


It  might  be  noted  that  the  data  shown  above  rest  on  a  compilation  of  averages  and  do  not 
necessarily  reflect  carrier  operating  results;  nevertheless,  they  serve  as  a  quantitative  guide 
to  the  discussion  that  follows. 

In  the  summer  of  1973,  the  route  carriers  themselves  adopted  the  ABC  flight  program 
which  is  somewhat  competitive  with  their  scheduled  services,  at  minimum  Frankfurt-New 
York  round  trip  fares  (to  the  public)  of  DM  520  ($215.76);  allowing  for  a  10  percent  com- 
mission to  retailers  (or  the  organizers  own  retailing  profit),  the  net  price  would  be  DM 
472.72  ($196.15). 

Although  all  sources  concerned  were  reluctant  to  discuss  the  route  carriers'  actual  charter 
charges  to  the  program  organizers,  realistic  cost  data  obtained  suggest  that  the  carriers' 
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yield  per  passenger-mile  on  this  program  was  between  1.72  and  2.03  cents,  depending  on 
variations  in  the  basis  of  calculation.1 

In  comparing  the  (1971)  yield  data  shown  in  the  preceding  table  and  the  assumed  yield 
range  shown  in  the  previous  paragraph  there  is  a  basic  conflict  as  to  the  kinds  of  costs  that 
the  yields  must  cover:  a  scheduled  carrier's  costs  obviously  include  a  major  sales  infrastruc- 
ture and,  above  all,  the  cost  of  regular  service  performance  regardless  of  season  or  load  factor. 

When  both  types  of  services  are  performed  by  one  and  the  same  carrier  with  the  same  air- 
craft, a  conflict  situation  arises  through  the  dilution  of  yields,  which  is  discussed  further  in 
chapter  VI. 

It  is  appropriate  to  turn  to  the  service  performance  of  the  route  carriers'  scheduled  services 
and  the  network  of  flights  from  Germany  to  the  United  States,  illustrated  in  chart  3  on  the 
following  page.  The  traffic  pattern  shown  reflects  the  German  travel  industry's  repeated 
statements  on  the  importance  of  direct  or  through  services  among  major  cities  on  both  sides 
of  the  Atlantic— statements  based  on  the  industry's  conviction  that  travelers,  and  especially 
tourists  value  such  service  because  of  the  inconvenience  of  having  to  use  connecting  flights 
in  Germany,  and  the  potential  difficulties  of  doing  so  in  the  United  States,  on  unfamiliar 
ground  and  possibly  in  the  face  of  language  difficulties. 

The  chart  reflects  mid-summer  1973  services  by  U.S.  and  German  carriers,  but  omits  those  of 
third-country  carriers,  which  provide  through  service,  but  only  with  intermediate  stops  in 
another  country  en  route. 

Meaningful  load-factor  data  are  available  only  in  respect  of  the  overall  category  of  scheduled 
North  Atlantic  traffic  by  member  airlines  of  the  International  Air  Transport  Association,  but 
these  data,  shown  below,  coincide  closely  with  informal  estimates  of  one  of  the  major  car- 
riers in  respect  of  that  line's  German y-U.S.  service,  placing  the  1973  average  annual  load 
factor  at  between  56  and  58  percent.  For  the  totality  of  scheduled  IATA  carriers,  the  1972 
average  annual  load  factors  were  58.4  percent  eastbound  and  60.8  percent  westbound,  with 
the  following  highs  and  lows:2 

Eastbound  Westbound 

High 75.5%  (July)  81.3%  (August) 

Low 39.9%  (Jan.)  38.7%  (February) 

These  load  factors  contrast  sharply  with  the  stated  averages  of  about  90  percent  for  the  sum- 
mer 1973  ABC  flight  program  (Germany  originating  to  the  United  States);  the  gap  illustrates 


*It  is  understood  that  a  price  of  $28,000  per  Boeing  707  (179  seats)  round-trip  Frankfurt-New  York 
(7,688  statute  miles)  is  a  realistic  approximation  of  actual  current  charges.    It  is  further  understood  that 
break-even  load  factor  ranges  from  74  percent  (at  which  bare  operational  costs  are  met)  to  90  percent  (at 
which  the  organizer  covers  aircraft  operational  costs  and  his  own  overhead). 
On  the  basis  of  these  data,  the  following  passenger-mile  yields  are  calculated: 

Total  cost  Break-even  price  or  yield 

or  yield  on  100%  (load-factor  base) 

occupancy  base  74%  90% 

Aircraft  charter  cost $28,000  

Round-trip  cost  per  seat 

(base:    179  seats) $156.42  $212.12  $173.91 

Yield  per  passenger-mile  (base: 

2  x  3,844  miles) 2.03  4  1.124  1.83  4 

z  International   Air   Transport    Association,    World  Air    Transport   Statistics,    No.    17,   1972;  Geneva, 
August  1973. 
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Chart  3 


CARRIER  CODES  AND  DEFINITIONS 


Carrier  codes 


LH  Lufthansa 

PA  Pan     American    World     Airways    (Pan    Am) 

TW  Trans  World  Airlines  (TWA) 


Definitions 

The  definition  "feeder  services"  comprises  only  flights  thus  designated  by  the 
carrier  and/or  shown  as  such  in  official  schedules,  i.e.,  as  services  designated 
specifically  to  provide  an  immediate  connection  between  the  domestic  flight 
and  the  continuing  Atlantic  service.  Within  the  United  States,  the  "feeder" 
designation  is  used  when  the  connecting  flight  from  the  U.S.  gateway  carries 
the  same  flight  number  as  the  Atlantic  service,  but  involves  change  of  equip- 
ment. 


34 


35 


the  benefits  of  concentrating  the  service  supply  in  the  peak  season  (and  even  peak  travel-days 
of  the  week),  and  the  cost  of  providing  daily  service,  year-round,  and  the  maintenance  of  the 
required  sales,  service  and  booking  infrastructure. 

3.  Cost  and  Fare  Structure 

As  an  aid  to  the  overall  discussion  in  this  and  the  ensuing  chapter,  the  following  table  of 
available  tariffs  between  Germany  (based  on  Frankfurt,  Cologne,  Dusseldorf,  Hamburg, 
Hanover,  Bremen,  and  Stuttgart)  and  New  York,  and  applicable  seasonal  variations  is  pro- 
vided, reflecting  summer  1973  status: 


Comparative  table  of  round-trip  air  fares;  Summer  1973 


High  season 

Shoulder  season 

Winter  season 

Validity  (Eastbound) 

6.1-8.31 

Apr.,  May;  Sept., 

Oct. 

11.1-12.31* 

(Westbound) 

7.1-9.30 

Apr.,  May,  June; 

Oct. 

11.1-12.31* 

Economy  class 

Standard  fare 

DM 

2,204 

1,742 

1,606 

$ 

(914.52) 

(722.82) 

(666.39) 

14/21  day  excurs .  .  . 

DM 

1,544 

1,339 

1,339 

$ 

(639.83) 

(555.60) 

(555.60) 

22/45  day  excurs .  .  . 

DM 

1,086 

849 

780 

$ 

(450.62) 

(352.28) 

(323.65) 

Youth  fare 

DM 

813 

745 

745 

$ 

(337.34) 

(309.13) 

(309.13) 

Mid-week  affinity 

(30  persons) 

DM 

1,018 

780 

676 

$ 

(422.41) 

(323.65) 

(280.50) 

GIT  14/12  days 

(15  persons) 

DM 

1,125 

920 

920 

$ 

(466.80) 

(381.74) 

(381.74) 

GIT  7/8  days 

(10  persons) 

DM 

764 

$ 

(317.01) 

ABC  fares    

DM 

665  (to  7.25) 

620(8.1-10.3) 

520  (Dec-Jan.  '74) 

$ 

(275.93) 

(257.26) 

(215.77) 

Caution:  The  dollar  data  are  comparative  equivalents  converted  at  the  current  market  rate  of  exchange 
and  DO  NOT  represent  applicable  fares  in  either  direction,  but  are  shown  here  to  permit 
comparison  with  fares  to  competitive  destinations  and  other  local  calculations  converted  into 
dollars  for  analytical  purposes. 

*  Fares  originally  established  through  March  1974,  but  replaced  by  new  fares  effective  1.1.1974  by  IATA 
decision  of  early  October  1973. 

ABC  fares  are  those  of  the  DER  organization;  other  fares  vary  somewhat. 

(NOTE:  IT  MUST  BE  ADDED  THAT  SINCE  THE  TIME  OF  THIS  STUDY,  CHANGES  IN 
THE  SCHEDULED  FARE  STRUCTURE  HAVE  TAKEN  PLACE.  NORTH  ATLANTIC 
FARES  WERE  RAISED  APPROXIMATELY  6  PERCENT  AT  THE  BEGINNING  OF  1974 
WITH  SOME  READJUSTMENTS  IN  DISCOUNT  FARES  INCORPORATED  IN  THE 
CHANGE,  AND  INCREASES  RELATED  TO  FUEL  COSTS  AT  ABOUT  7  PERCENT 
WERE  INSTITUTED  IN  APRIL  1974.) 
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Transportation  Cost  Factors:   Destination  Competitive  With  United  States 

Although  it  did  not  prove  possible  to  elicit  comparative  data  on  charter  fares  and  passenger- 
mile  yields  to  destinations  competitive  with  the  United  States,  certain  guideline  calculations 
can  be  established,  as  shown  below. 

An  accepted  method  for  the  establishment  of  the  transportation  content  of 
an  inclusive  tour  is  based  on  deducting  from  the  total  cost  of  a  one-week  in- 
clusive tour  the  optional  item  of  "cost  of  extra  week."  The  remaining  amount 
at  least  reflects  the  approximate  transportation  cost.  This  is  assessed  at  1 15 
percent  of  net  cost  exclusive  of  a  10  percent  retailer's  commission  and  the 
producer's  profit  margin  of  5  percent  gross. 

Thus  the  following  guideline  data  can  be  established  in  respect  of  major  competitive  flight 
routes: 

Frankfurt -Bangkok  Frankfurt-Mexico* 

Inclusive  tour  minimum  price,  low-price  DM  950 

mass  producer ($394.19) 

Less  cost  of  extra  week DM  70 

($29.05) 

Balance  (115%  of  assumed  transportation  cost) DM  880 

($355.14) 

Net  assumed  transportation  cost DM  765.22 

($317.52) 

One-way  route  mileage 5,949  milesf  6,172 

Assumed  passenger-mile  yield  (100%  load  factor) 2.67  cents  2.20  centsj 


DM897 

($372.20) 

DM  140 

($58.33) 

DM75 

($311.20) 

DM  652.17$ 

($271.74) 

*        Final  destination:  Cozumel. 

t  Route  mileage  based  on  scheduled  routing  via  Teheran-New  Delhi.  Some  slight  variation  from  this 
mileage  applies  to  the  standard  charter  flight  route  via  Colombo,  Sri  Lanka  (formerly  Ceylon),  a  secondary 
tour  destination  and  an  intermediate  stop  en  route  to  Bangkok. 

t        Including  Mexico  City -Cozumel  segment  by  local  carrier. 

The  assumed  passenger-mile  yields  shown  above  can  be  compared  with  the  assumed  yield  of 
2.03  cents  for  the  Frankfurt-New  York  ABC  program  at  100  percent  load  factor.  In  other 
words,  given  an  existing  charter  fare  that  its  organizers  and  operators  deem  viable,  transpor- 
tation costs  to  the  United  States  are  broadly  competitive  with  those  applicable  to  major 
rival  long-haul  mass-tourism  destinations. 

In  the  eyes  of  German  producers  and  carriers,  however,  the  viability  of  the  competitive  long- 
haul  routes  under  discussion  rests  largely  on  their  feeling  of  being  in  control  of  the  market 
and  of  related  marketing,  not  to  mention  production,  factors.  Having  created  the  markets 
concerned,  they  feel  that  they  can  maintain  the  long-term  momentum  of  mass  travel  to  those 
destinations. 

By  contrast,  they- feel  that  the  U.S.  market  is  at  a  disadvantage  due  to  the  regulatory  diffi- 
culties or  uncertainties  that  make  long-range  planning  problematical,  and  in  their  integrated 
approach,  the  transportation  element  must  clearly  loom  large.  For  instance,  the  study  noted 
repeated  references  to  active  interest  in  Hawaii  as  a  potential  tourism  destination  (with  stress 
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on  static  vacation  stays)  under  conditions  that  would  bring  the  producers'  and  carriers'  econ- 
omies of  scale  to  bear.  For  the  time  being,  however,  the  inclusive-tour  charter  (ITC)  trans- 
portation framework  envisaged  might  not  be  feasible  in  the  light  of  existing  U.S.  legislation 
requiring  at  least  three  stopovers  in  the  United  States  at  place  more  than  50  miles  apart.3 

One  of  the  main  conclusions  that  can  be  drawn  from  the  preceding  discussion  is  that  German 
producers  of  mass  long-haul  tourism  regard  air  transportation  as  an  essential  element  in  the 
overall  development  and  operational  pattern,  but  one  that  must  fit  into  an  integrated  program 
under  optimal  terms.  As  far  as  transportation  is  concerned,  they  see  a  buyers'  market,  with 
themselves  as  the  buyers,  for  they  are  (in  their  own  eyes)  in  a  position  to  assure  the  chosen 
carrier  a  stable  traffic  volume  that  will  make  low  per-capita  fares  entirely  viable.  However 
attractive  a  given  destination  might  be  to  the  public,  their  interest  in  it  is  in  large  part  con- 
tingent, first  of  all,  on  the  type  of  transportation  arrangements  described  here. 


•*    It  is  noted  that  amending  legislation  that  would  abolish  the  3-stopover  rule  is  currently  pending  under 
the  Cannon  Bill  (S.  1739). 
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VI.   THE  ROLE  OF  SPECIAL  FLIGHT 
PROGRAMS 

1.  THE  ADVANCE  BOOKING  CHARTER  PROGRAM 

Although  programs  of  Advance  Booking  Charter  (ABC)  flights  in  1973  were  in  force  on  major 
air  routes  between  Europe  and  the  United  States  and  Canada,  and  vice  versa,  it  is  important 
to  stress  at  the  outset  that  the  discussion  offered  here  relates  solely  to  ABC  traffic  between 
Germany  and  the  United  States. 

This  reservation  rests  in  large  measure  on  the  fact  that  Germany-originating  ABC  traffic  to 
the  United  States  had,  in  1973,  taken  on  the  appearance  if  not  the  character  of  a  secondary 
airline  network,  paralleling  and  competing  with  both  route  carrier  and  supplemental  opera- 
tions of  a  more  traditional  nature. 

The  "airline  network"  description  appears  to  be  warranted  by  the  fact  that  Germany-U.S. 
ABC  flights  for  much  of  1973,  and  again  for  1974,  operated  on  what  was  in  effect  a  regular, 
predetermined  schedule  adapted  to  the  needs  of  a  broad  segment  of  the  traveling  public  that 
does  not  require  daily  flight  availability. 

Perhaps  even  more  salient  is  the  fact  that  the  ABC  program  is  widely  publicized  and  promoted, 
to  the  point  where  its  fares  have  been  accepted  by  the  public  as  a  standard  of  relative  costs 
or  values  by  which  all  other  fare  constructions  are  measured,  regardless  of  comparative  serv- 
ices and  pre-booking  requirements. 

The  program  looms  large  in  the  market  for,  first,  there  is  strong  promotion  of  its  lowest  off- 
season fare,  Frankfurt-New  York  for  DM  520  ($21 5.77)  and,  secondly,  because  the  advertised 
flights  offered  have  the  appearance,  at  least  on  the  main  Frankfurt-originating  routes,  of  reg- 
ular scheduled  routes,  with  each  of  the  main  organizers  showing  at  least  weekly  flights  to 
New  York,  Chicago  and  Los  Angeles,  billed  under  the  heading  of  "Departures  every  Saturday" 
or  whatever  the  particular  organizer's  departure  day  may  be. 

On  the  basis  of  the  publicized  ABC  flight  offer  for  1 973  between  June  and  the  Christmas 
season  and  with  due  regard  to  seating  configurations  of  the  actual  types  of  aircraft  used,  the 
following  pattern  of  passenger  capacities1  was  envisaged: 


^The  figures  shown  rest  on  the  following  aircraft  passenger  capacities:    Boeing  747:    460  seats;  Boeing 
707:    179  seats;  Douglas  DC-8/63:   250  seats 
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From 

To 

Passenger  capacity 

Frankfurt 

New  York 
Chicago 
Los  Angeles 
San  Francisco 

18,451 

13,858 

16,100 

358 

Berlin 

New  York 

4,475 

Cologne /Diisseldorf 

New  York 

2,028 

Hamburg/Hanover 

New  York 

3,361 

Munich 

New  York 
San  Francisco 

639 

358 

Stuttgart 

New  York 

179 

Total  offer 

56,807 

While  the  figures  shown  above  do  not  reflect  actual  flight  performance,  they  reflect  the  sub- 
stantial magnitude  of  the  program  as  presented  to  the  market  and  as  envisaged  by  the  orga- 
nizers. In  fact,  the  best-available  industry  estimates  of  actual  passengers  carried  through 
September  1 973  were  on  the  order  of  34,000,  so  that  the  1 973  total  was  likely  to  reach  about 
40,000  passengers  on  the  full  year's  program,  bearing  in  mind  a  late  start  in  promotion. 

As  a  matter  of  interest,  and  for  purposes  of  comparison  with  the  traffic-pattern  chart  for 
the  route  carriers  (chart  3,  chapter  V,  above),  the  two  charts  on  the  following  pages  show 
the  ABC  traffic  pattern  in  number  of  flights  programmed  by  principal  organizers  in  1973, 
by  aircraft  types,  and  currently  available  but  still  incomplete  program  patterns  for  1974. 

On  the  basis  of  1974  programs  published  in  detail  through  September  1 973,  the  total  number 
of  seats  available  for  1974  is  likely  to  reach  at  least  139, 000. 2  In  any  event,  the  1974  figures 
may  go  substantially  higher  as  flights  originally  planned  on  affinity-charter  basis  are  converted 
to  ABC:  such  substitution  might  add  as  many  as  60,000  additional  passengers.  Thus,  how- 
ever preliminary  the  1974  projections  might  be,  their  general  order  of  magnitude  places 
ABC  in  the  category  of  a  secondary  airline  system  of  respectable  proportions  rather  than  in 
that  of  a  mere  flight  program. 

After  the  time  of  the  study,  new  regulations  were  promulgated  covering  charter  flights  as 
follows: 

1.  Affinity  charters  discontinued  after  December  31,  1973. 

2.  ABC  is  available  with  a  six  day  minimum  stay,  including  day  of  departure 
and  return,  travel  to  include  a  weekend,  all  year  round,  with  minimum 
sales  price  according  to  season,  90  day  minimum  advance  submission  of 
names  list  of  charter  participants. 

3.  Continuation  of  ABC  flights  in  accordance  with  the  same  regulations 
prevailing  during  1973  as  follows:  10  day  minimum  stay  with  60  day 
advance  submission  of  passenger  lists  for  the  period  from  November  1 
through  March  31  (both  winters  1973/74  and  1974/75). 

14  day  minimum  stay,  also  with  90  day  advance  submission  of  passenger 
lists,  for  the  remainder  of  the  year  (summer  ABCs)  with  varying  seasonal 
minimum  sales  prices. 


^The  seat  total  of  the  flights  shown  in  chart  5  for  1974  reaches  some  56,900,  with  planning  details  for 
some  82,000  additional  seats  not  available  at  this  writing. 
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The  Government  has,  in  effect,  set  minimum  selling  prices  which  are,  between  Frankfurt 
and  New  York,  DM  500  ($207.47)  applicable  during  the  off-season,  effective  October  22, 
1973,  and  DM  580  ($240.66)  applicable  during  the  high  season.  It  should  be  stressed  that 
these  minima  apply  to  organizers'  selling  prices  to  the  public. 

The  following  table  shows  actual  retail  selling  prices  for  the  various  routes  for  the  year  1973, 
compiled  from  the  principal  organizers'  catalogs  and  brochures. 

Lowest  off-season  fare  Peak-season  fare 
Route DM        $_  DM  _$_ 

Frankfurt-New  York 520.00     215.77  665.00     275.93 

Chicago 598.00     248.13  890.00     369.29 

Los  Angeles 820.00     340.25  1,045.00     433.61 

Hamburg-New  York 556.00     230.71  701.00  290.87 

Cologne-New  York 595.00     246.89  665.00  275.93 

Stuttgart -New  York    560.00     232.36  630.00  261.41 

Munich-New  York 745.00  309.13 

Berlin-New  York 670.00     278.00  760.00  315.35 

It  might  be  noted  that  while  the  scheduled  route  carriers  apply  a  single  tariff  to  North 
Atlantic  destinations  from  Frankfurt,  Cologne/Dusseldorf,  Hamburg  and  Stuttgart  (as  well  as 
Hanover  and  Bremen),  the  analogous  ABC  fares  reflect  the  additional  mileages  involved  very 
finely;  similarly,  the  proportionately  high  ABC  fares  from  Berlin  and  Munich  reflect  other 
costs:  Berlin-originating  flights  require  an  equipment  change  at  a  West  German  airport  due 
to  runway  limitations  in  Berlin,  while  similar  limitations  at  Munich  restrict  large  aircraft  to 
reduced  fuel  loads  on  take-off,  thus  imposing  the  need  for  a  fuel  stop  en  route  to  the 
United  States  (usually  at  Shannon). 

The  fares  shown  above  applied,  during  the  peak-season,  to  a  stay  of  at  least  21  days,  with  a 
small  supplement  levied  for  the  legal-minimum  1 4-day  stay. 

The  organizer's  role  in  the  ABC  system  embraces  multiple  organizational,  entrepreneurial 
and  selling  functions,  and  as  long  as  he  adheres  to  the  minimum  selling  price  to  the  public, 
he  has  considerable  leeway  of  action  and  of  pricing. 

It  is,  in  the  first  place,  for  the  organizer  to  arrange  his  charters  or  split  charters  in  the  open 
market  at  whatever  rates  he  can  get.  For  a  variety  of  reasons,  among  them  surplus  avail- 
ability of  aircraft,  certain  carriers'  stress  on  cash  flow  rather  than  profits,  and  sheer  weight 
of  purchasing  power  coupled  with  long-term  commitments,  organizers  have  been  able  to 
obtain  what  they  term  "very  good"  rates  from  carriers  in  a  highly  competitive  market. 

Vis-a-vis  the  public,  the  organizer  is  thus  "the  airline,"  setting  schedules  and  selling  his  own 
product  under  his  own  trade  name,3  while  the  actual  carrier  operates  in  the  limited  and 
competitive  marketplace  constituted  by  the  various  ABC  organizers  offering  transportation 
to  these  organizers  at  whatever  net  price  he  can  get. 

It  is,  however,  a  matter  of  considerable  importance  that  German  ABC  regulations  require  the 
organizer  to  identify  the  actual  carrier's  name  to  the  public,  and  in  this  context  a  carrier's 
prestige— acquired  in  his  route  service— is  regarded  as  a  definite  "selling  point"  toward  the 


3In  practice,  many  if  not  most  organizers  have  formed  separate  corporations  to  handle  the  operational 
side  of  the  programs,  sometimes  on  a  cooperative  basis,  e.g.,  a  group  of  travel  agencies  in  the  Hamburg  and 
Hanover  region,  who  operate  jointly  with  DER;  DER,  in  turn,  has  a  joint  operational  company  with 
Hapag  Lloyd  Reisebiiro.  Among  major  organizers,  the  operating  company,  however,  always  bears  their 
name,  e.g.,  "(Name)  ABC  Flights,  Inc.",  but  it  is  the  organizer's  brand  that  is  prominent  in  all  advertising. 
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public,  and  one  of  which  the  organizers  are  thoroughly  aware.  With  the  exception  of  Condor, 
always  identified  as  "the  subsidiary  of  Lufthansa,"  less  recognition  is  accorded  supplementals. 
Schedules  and  promotional  materials  invariably  also  note  the  type  of  aircraft  to  be  used  for 
each  flight. 

The  major  route  carriers  participate  in  the  program  to  sharply  varying  degrees  and  with 
widely  varying  reactions,  from  maximum  participation  with  great  enthusiasm,  though  limited 
participation  with  some  misgivings,  through  outright  rejection  of  the  program  as  damaging 
to  the  carrier's  interest. 

The  organizers,  for  their  part  tend  to  stress  the  risks  that  they  assume,  particularly  if  their 
own  contracts  with  the  carriers  contain  penalty  clauses  for  flight  cancellation;  in  addition, 
the  organizers  assume  financial  liability  through  a  lowered  load  factor  if  passengers  do  not 
honor  the  advance  booking  or  final  payment  (booking  deposit  is  DM  200,  with  the  balance 
due  45  days  before  departure,  with  no  refunds  after  100  days  before  departure).  In  fact, 
most  organizers  provide  for  insurance  arrangements  by  the  passenger  in  case  he  is  forced  to 
cancel  [prepayment  obligations  for  services  to  be  performed  later  are  basically  illegal  in 
Germany— the  main  reason  why  APEX— advance  payment  excursion  fares— could  not  be 
introduced  there] . 

A  marginal  comment  is  appropriate  here:  The  need  to  explain  fairly  compli- 
cated obligations  and  related  insurance  options  to  the  passenger  illustrate,  in 
part  at  least,  how  difficult  it  is  in  the  actual  selling  situation  to  persuade  a 
VFR  passenger  to  also  purchase  a  connecting  land  arrangement  in  the  U.S. 

The  organizers  risks  outlined  above  are,  of  course  reduced  if  he  can  maintain  and  draw  on  a 
waiting  list,  as  outlined,  in  the  summary  transportation  regulations. 

In  actual  fact,  load  factors  ranging  from  90  to  97  percent  are  reported  for  flights  actually 
performed  through  the  summer  of  1973,  with  the  break-even  point  at  about  74  percent. 

a.  The  program  organizers 

The  organizers  of  ABC  programs  in  Germany  fall  into  three  major  basic  groups:  ( 1 )  Major  travel 
agencies  that  are  primarily  travel  retailers,  but  are  usually  tied  to  one  of  the  major  travel- 
industry  combines;  (2)  mass-travel  producers  with  strong  retailing  structures;  and  (3)  various 
organizations  that  had,  in  the  past,  relied  on  affinity  group/charter  arrangements  but  have 
found  the  ABC  format  with  its  lack  of  membership  constraints  more  flexible  and  appropriate. 

(1)  Major  travel  agencies 

The  most  important  ABC-program  organizer  among  these  is  Deutsches  Reisebiiro  (DER),  a 
member  of  the  TUI  industry  group,  operating  flight  programs  in  conjunction  with  Hapa- 
Lloyd  Reisebiiro  (another  TUI  member)  under  the  "DER"  brand.  The  full  TUI  retailing 
network  (see  chapter  II  above)  is  thus  part  of  this  porgram's  retailing  channel. 

(2)  Mass-travel  producers 

In  this  segment,  the  Neckermann  N-U-R  and  g-u-t  group,  represented  by  a  jointly-owned 
ABC-flight  operating  corporation,  again  offers  a  vast  network  of  retail  outlets,  numbering 
over  1,500  (see  chapter  II). 

(3)  Affinity-travel  organizers 

This  category  covers  certain  clubs  and  other  groups  which  actually  had  the  internal  capability 
of  having  organized  and  produced  their  own  affinity  travel  and  now  apply  or  plan  to  apply 
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that  capability  to  organizing  their  own  ABC  programs.  The  largest  entity  in  this  category  is 
the  multi-million  member  Allgemeiner  Deutscher  Automobil  Club  (General  German  Automo- 
bile Club)— ADAC,  a  most  active  affinity-charter  organizer  serving  a  primarily  VFR-oriented 
clientele.  For  1974,  ADAC  plans  to  switch  to  an  ABC  basis,  for  the  regulatory  reasons  ex- 
plained in  section  2  of  this  chapter.  While  no  flight  program  is  yet  available,  it  might  be  noted 
that  ADAC  affinity-charter  production  in  1973  was  between  16,000  and  17,000  passengers. 

While  travel  producers  as  such  did  not  organize  affinity  charters,  they  did  act  as  technical 
production  consultants  to  affinity  groups.  One  important  in-house  producer  in  this  category 
was  Schwaben  International.  A  Stuttgart-based  Swabian  ethnic  organization  designed  to 
maintain  contact  between  Swabians  abroad  and  their  country  of  origin.  In  its  travel-produc- 
tion activities  it  worked  through  Reisebiiro  Schwaben  International,  an  in-house  facility.  Here, 
again,  a  major  VFR-oriented  affinity-charter  producer  (estimated  U.S.  production  in  1973: 
about  4,500)  will  switch  to  an  ABC  basis  in  1974,  with  a  planned  volume  of  some  4,500 
passengers. 

Reisebiiro  Junker  in  Kaiserslautern  (Rhineland-Palatinate),  production  consultant  to  the 
Bertelsmann  Lesering  book  club  (about  4  million  members)  had  a  1973  ABC  program  with  a 
pre-season  offer  of  about  10,500  seats,  with  the  main  marketing  effort  directed  to  book- 
club members.  Response,  however  was  on  a  reduced  scale  and  many  flights  were  converted 
into  split  charters  on  other  ABC  flights.  The  1974  program  envisages  some  4,000  seats  on 
ADAC-organized  ABC  flights,  on  a  split-charter  basis. 

(4)  Others 

Program  organizers  in  this  miscellaneous  category  primarily  contract  for  split-charter  alloca- 
tions in  blocks  of  40  seats  or  more  on  primary  organizers'  flight.  Mention  has  already  been 
made  of  the  Hamburg-Hanover  regional  ABC-flight  company,  which  buys  block  space  on 
DER  flights;  another  major  localized  sub-organizer  is  Berliner  Flug  Ring,  in  Berlin. 

b.  Market  Impact  of  the  ABC  Program 

Although  1973  performance  data  for  the  Germany-U.S.  program  ABC  flights  are  still  in  the 
form  of  estimates,  the  program's  market  impact  has  already  given  rise  to  considerable  con- 
cern on  the  part  of  some  major  carriers  and  international  aviation  experts. 

Some  opinion  holds  that  publication  of  ABC  fares  "as  low  as  DM  520"  ($215.77)  is  destruc- 
tive of  the  overall  IATA  fare  structure  by  giving  the  public  a  new  at  least  psychological 
yardstick  by  which  even  the  lowest  route  carriers'  excursion  fares  seem  high— the  more  so 
that  the  ABC  system  has  all  the  hallmarks  of  scheduled  service,  backed  by  the  brand  names 
of  some  of  the  most  reputable  carriers  on  the  North  Atlantic. 

The  carriers  that  participate  in  ABC  despite  strong  misgivings  of  principle  do  so  on  a  limited 
basis,  with  a  primary  concern  not  to  dilute  their  scheduled  services.  Ideally,  in  their  view, 
ABC  flights  should  make  use  of  occasional  empty-leg  flights  or  of  aircraft  not  in  scheduled 
use  at  odd  times  (assuming  that  such  occurrences  are  rare):  they  are  concerned  by  the  near- 
identity  in  the  public's  mind  of  the  charter  product  on  the  one  hand  and  of  the  higher-priced 
scheduled  product  that  they  must  offer  on  a  year-round  basis  regardless  of  demand,  and  at 
high  selling  costs  through  their  own  world-wide  system  of  sales  offices.  To  the  ABC  organizer, 
by  contrast,  sales  costs  are  marginal  and  incidental  to  his  other  routine  travel-agency  opera- 
tions. 

On  the  basis  of  331,922  German  visitors  to  the  United  States  in  1973,  an  ABC-program 
passenger  production  of  40,000,  added  to  the  estimated  40,000  passengers  on  weekend 
affinity  charter  programs  to  New  York,  total  "new"  non-scheduled  traffic  readily  identified 
as  such  would  amount  to  some  80,000  passengers,  or  24  percent  of  total  traffic. 
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Organizers  of  ABC  programs  and  some  route  carriers  involved  in  this  and  the  parallel  week- 
end-in-New  York  program  believe  that  the  vast  majority  of  the  80,000  "new"  visitors  to  the 
United  States  under  discussion— over  52  percent  of  them  tourists,  are  primarily  people  who 
would  not  have  visited  the  United  States  had  it  not  been  for  the  special  programs. 

On  the  part  of  the  route  carriers,  this  argument  goes  to  the  heart  of  their  own  promotional 
fares:  A  breakdown  of  tickets  sold,  by  fare  structure,  by  major  route  carrier  in  1972,  re- 
quested in  the  course  of  this  study,  showed  the  following  distribution  of  excursion  fares:  14/21 
day  excursion,  7.1  percent;  and  22/45  days  excursion,  39.7  percent  of  total  tickets  sold— 
in  all,  46.8  percent  of  the  total.  If  low-yield  promotional  fares  are  undercut;  if  new  traffic 
growth  is  thrown  into  the  realm  of  charter  operations,  and  if  other  passengers  are  lured  away 
by  fares  with  which  the  route  carriers  cannot  compete,  then  the  route  carriers  say  their 
continued  viability  is  in  doubt. 

In  terms  of  tourism  impact,  the  1973  ABC  program  is  estimated  to  have  yielded  land-arrange- 
ment sales— usually  in  connection  with  a  VFR  visit— of  some  20  percent,  at  most,  of  total 
sales  of  transportation,  by  number  of  passengers.  In  assessing  this  proportion,  however, 
it  must  be  remembered  that  ABC  did  not  go  into  effect  until  February  1,  1973,  and  that 
flights  began  in  mid-April  (under  a  special  60-day  advance  booking  period  at  the  outset  to 
permit  an  early  start),  so  that  the  organizers  barely  had  time  to  implement  adequate  promo- 
tion. In  this  sense,  1 973  was  not  a  fair  test  of  the  program's  tourism  potential. 

In  terms  of  sheer  mechanics,  however,  it  is  probable  that  all  concerned  were  able  to  draw 
valuable  lessons  from  this  first  year's  experience,  and  certain  points  suggest  themselves  for 
thought  and  analysis: 

1.  The  sale  of  transportation  under  ABC  tends  to  be  a  more  profitable 
operation  to  the  organizer-retailers  than  the  sale  on  a  commission  basis 
of  connecting  tour  arrangements; 

2.  The  mechanics  involved  in  the  sale  of  ABC  transportation  alone  are  com- 
plex and  time-consuming,  for  they  call  for  full  explanation  to  the  traveler 
of  payment  modalities,  cancellation-liability  insurance  and  so  forth.  The 
program  clearly  attracts  large  numbers  of  potential  VFR  travelers,  who 
tend  to  be  older  people,  to  whom  details  must  be  explained  with  much 
patience,  probably  in  a  setting  of  crowded  travel  counters  at  the  larger 
metropolitan  travel  agencies  (to  whom  travelers  gravitate  because  their 
trade  mark  is  prominent  in  the  program  promotion). 

3.  If  current  projections  of  an  ABC  seat  offer  of  about  130,000  in  1974 
is  translated  into  number  of  inquiries  from  people  who  will  at  least  con- 
sider a  trip  to  the  United  States,  anywhere  between  600,000  and  1.3 
million  inquiries  on  travel  to  the  United  States  may  await  travel  agents  in 
the  ABC  context  alone. 

Certain  regulatory  changes  effected  at  the  end  of  1973  make  the  ABC  program  more  attrac- 
tive to  tourism,  and  in  the  light  the  points  on  mechanics  of  sale  set  forth  above  take  on  even 
greater  importance. 
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It  would  thus  appear  that  some  form  of  pre-sale4  of  flight-connected  tour  packages  might, 
with  the  full  cooperation  of  the  transportation  retailers,  increase  the  prospect  of  actual  tour 
sales  both  to  passengers  whose  sole  travel  purpose  is  tourism  and  to  VFR  travelers  who  want 
to  see  at  least  a  little  of  a  country  on  their  own.  This  approach  would  call  for  a  very  small 
number  of  pre-sold  and  pre-packaged  products  offering,  intensively,  a  limited  choice  of 
alternative  tours,  city  visits  and  if  at  all  possible,  low  to  medium-cost  static  vacations,  all 
based  (as  is  the  case  now)  on  the  ABC  gateways  in  the  United  States:  New  York,  Chicago, 
and  Los  Angeles.  The  risk  is  that  some  potential  tours  that  might  sell  successfully  will  be 
left  out,  but  the  alternative  risk  could  be  a  public  flooded  with  too  many  bewildering  sug- 
gestions and  no  guidance  deciding  on  going  elsewhere  than  the  United  States. 

2.  THE  AFFINITY-CHARTER  MARKET  SEGMENT 

Germany-originating  affinity  charters  abolished  by  the  German  Ministry  of  Transportation 
at  the  end  of  1973  had  operated  under  the  following  key  regulation:5 

The  chartering  organization  must  have  existed  for  at  least  2  years  and  pursue 
a  particular  purpose,  which  is  not  directly  related  to  travelling.  The  affinity 
of  the  members  given  by  this  purpose  must  be  close  enough  to  distinguish 
the  organization  from  the  general  public. 

Although  affinity  charters  had  in  recent  years  primarily  served  a  strong  VFR  market  and,  to 
a  lesser  extent,  ad  hoc,  large  special  interest  tours,  this  study's  concern  with  the  overall  affinity 
framework  rests  on  the  fact  that  it  provided  the  structural  shell  for  the  largest  single  "pure" 
tourism  movement  from  Germany  to  the  United  States,  the  Long  weekend  in  New  York  pro- 
gram described  in  detail  in  chapter  IV  above.  This  section  will  deal  with  the  mechanics  by 
which  that  program  had  been  implemented. 

The  program  was  first  conceived  by  a  dynamic  and  innovative  travel  producer  in  cooperation 
with  a  scheduled  route  carrier  (though  primacy  of  invention  is  disputed  between  them)  who 
conceived  the  weekend  idea  on  the  basis  of  the  producer's  earlier  success  in  organizing  a 
range  of  European-capitals  mini-vacations  during  the  off-season.  The  next  step  was  the 
search  for  a  viable  fare  and  regulatory  structure— just  prior  to  the  inception  of  the  ABC 
programs— that  would  also  allow  access  to  a  large  market  in  Germany. 

An  optimal  combination  was  found  between,  on  the  one  hand,  the  affinity-charter  structure 
and,  on  the  other  hand,  the  specific  character  of  at  least  two  major  groups  of  German  savings 
banks.  By  way  of  a  brief  explanation,  the  first  German  savings  banks,  later  named  for  their 
founder,  Raiffeisen,  were  established  in  the  mid- 19th  century  as  an  avowed  expression  of 


4The  presale  concept  is  virtually  inherent  in  the  travel  promotion  field  in  Germany,  where  the  national 
tourist  offices  of  virtually  every  country  in  the  world  with  any  kind  of  tourist  attraction  have  city-center 
store-front  offices— all,  except  the  United  States.  The  prospective  traveler  to  Singapore  need  not  rely  infor- 
mation contained  in  his  favorite  mass-tourism  producer's  catalog,  but  can  visit  the  Singapore  Tourist  Office 
in  Frankfurt  (other  countries  also  tend  to  have  similar  offices  in  Cologne  or  Diisseldorf,  Munich  and  Ham- 
burg or  Berlin)  and  spend  as  much  time  as  he  needs  there,  obtain  all  the  literature  that  strikes  his  fancy, 
and  get  first-hand  information  and  advice  in  a  face-to-face  situation.  Here  he  will  get  help  to  narrow  down 
his  choices,  and  in  the  end  even  the  most  impersonal  crowded  department-store  travel  counter  will  not  deter 
or  confuse  him,  for  his  exact  choice  has  been  pre-sold  and  he  need  only  make  his  bookings. 

More  than  that,  when  the  time  for  a  vacation  choice  comes,  anyone  working  in  Frankfurt's  business  center 
will  have  had  a  year's,  perhaps  daily,  subliminal  exposure  to  over  a  score  of  attractive  window  displays  sug- 
gesting possible  vacation  choices. 

5Federal  Republic  of  Germany,  Air  Safety  Board,  Aeronautical  Information  Circular  C  13-15/71  dated 
9.30.1971  (official  translation). 
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financial  populism  and  with  strong  overtones  of  social  purpose  expressed,  among  others, 
through  cooperative  ownership  and  control  by  the  depositors.  Other  groups  were  established 
later  under  other  names,  notably  that  of  the  Volksbanken  or  People's  (Savings)  Banks. 

In  certain  cases,  depositors  in  such  banks  are— more  or  less  automatically— members  of 
separately-incorporated  shareholders'  associations,  but  either  way,  whether  directly  as  de- 
positors or  indirectly  through  a  parallel  share-holders'  organization,  they  had  qualified  as 
affinity  groups  under  Ministry  of  Transportation  regulations.  The  savings-bank  depositors' 
groups  are  perhaps  the  strongest  market  element  in  the  weekend  program,  which  however 
also  taps  professional  associations  and  other  similar  bodies  that  are  receptive  to  the  produc- 
tion consultants'  (as  explained  previously,  only  actual  affinity  groups  could  act  as  organizers 
and  charterers,  but  they  obtained  professional  assistance  on  a  consultative  basis)  presentation 
of  the  package  developed  by  them.  With  split  charters  in  groups  of  at  least  40  persons  per- 
missible, the  production  consultants  could  spread  each  flight  complement  over  a  maximum 
of  three  groups. 


3.  CONCLUSION 

Perhaps  the  fact  that  the  largest  and  steadiest  single  tourism  program,  just  discussed,  has  been 
affected  by  the  abolition  of  affinity-group  charters,  late  in  1973,  and  by  overly-long 
advance  booking  periods  under  the  proposed  short-term  (5-day)  ABC  innovation  underscores 
the  overriding  importance  and  impact  of  transportation  factors  on  tourism  development. 
Perhaps  it  also  underscores  the  equal  importance  of  regulatory  stability,  not  only  to  permit 
producers'  advance  planning,  but  to  avoid  situations  in  which  at  least  one  highly  productive 
program  is  left  without  viable  means  to  move  its  travelers  to  their  destination.6 


"It  seems  realistic  to  discount  the  "emigration"  idea,  which  would  involve  tedious  train  or  bus  trips,  or 
costly  air  travel,  to  Brussels,  Amsterdam  or  Basle,  sharply  reducing  the  program's  attractiveness  and  thus 
its  tourist  yield. 
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VII.   THE  ECONOMIC  BACKGROUND 


1.  POPULATION 

Total  population  (April  1973  estimate);  Federal  Republic, 

excluding  West  Berlin 61.7  million 

West  Berlin 2.1  million 

Population  distribution  by  Federal  states See  sketch  map,  p.  5 1 

Principal  cities  (as  of  June  30,  1972): 

Hamburg 1,775,000 

Munich 1,338,000 

Cologne 844,000 

Frankfurt 658,000 

Dusseldorf 643,000 

Essen 687,000 

Dortmund 640,000 

Duisburg 445,000 

Duisburg 415,000 

Total,  major  Rhineland-Ruhr  cities 2,830,000 

Stuttgart 633,000 

Bremen 592,000 

Hanover 514,000 

Nuremberg 513,000 

2.  INCOME  AND  CONSUMPTION 

1970  1971  1972 

(DM  1 ,000  millions) 

Private  household,  total  disposable  income 423  470  521 

Percentage  savings 12.7  12.8  14.0 


Source:   The  Federal  Republic  in  Figures,  Commerzbank,  Frankfurt,  1973  edition. 


3.  TRAVEL  AND  VACATION  EXPENDITURES 

A  continuing  series  of  annual  sampling  surveys  on  consumption  pattern  is  carried  out  by  the 
Statistisches  Bundesamt  (Federal  Statistical  Office),  Wiesbaden,  supplemented  by  more 
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detailed  periodic  economic  censuses,  again  on  a  sampling  basis.  Key  findings  relating  to  the 
category  vacation  and  pleasure  travel  are  shown  in  the  following  tables: 


a.  Frequency  and  duration  of  vacation  and  pleasure  travel: 
Selected  private  households 

4-person  employee  4-person  household 

household,  middle-  employees  and  civil 

income  and  stand-  servants,  upper- 
Type  of  household                                             ard  of  living  range  income 

1970      1971      1970      1971 

Percentage  of  households  in  which  vacation  and 

pleasure  trips  were  taken 55.6  55.8  75.3  73.2 

Number  of  vacation  and  pleasure  trips,  average 

for  the  year 1.6  1.6  2.5  2.4 

Average  duration  of  vacation  and  pleasure  trips 

during  the  year  (trips  of  5  days  or  more  only)-days 19.0  19.6  25.3  24.4 

Percentage  of  vacation  and  pleasure  trips  in 

which  all  family  members  took  part 50.9  52.1  38.3  35.8 

b.  Expenditures  of  selected  private  households 
For  vacation  and  pleasure  travel 

Total  vacation  and  pleasure-travel  expenditure  per 

household  (average  of  all  households  in  sample) DM  398.16      523.08      1,202.80      1,3 18.68 

$     99.54      130.77         301.95         323.67 

Total  vacation  and  pleasure  travel  expenditure  per 
household  (only  households  in  which  such  trips 

are  taken DM  716.12     936.63      1,603.98      1,801.76 

$   179.03      235.16        401.00        450.44 

Share  by  expenditure  category,  households  in  which 
vacation  and  pleasure  trips  are  taken: 

1.  Inclusive  tours DM    41.44      106.79         103.79         144.12 

$     10.36        26.70  25.95  36.03 

2.  All  other  travel DM  674.68      829.84      1,500.39      1,657.64 

$   168.67      207.46         375.10        414.41 

3.  Board  and  lodging DM  550.79      671.70      1,236.49      1,349.89 

$   137.70      167.93         309.12         337.47 

4.  Transportation:  Own  car DM    46.41        61.88         104.86         111.82 

$     11.60        15.47  26.22  27.96 

All  other DM    58.49        75.42         109.16         152.48 

$     14.62        18.86  27.29  38.12 

5.  All  other  expenditures DM    18.99        20.84  49.88  43.45 

$       4.75        52.10  12.47  10.86 

Source:    Wirtschaft  und  Statistik,  4/72,  Statistisches  Bundesamt,  Wiesbaden,  1972. 

Note:       All  DMark  amounts  in  the  preceding  table  have  been  converted  at  the  pre-August  1971  parity 
of  DM  4.00  =  $1.00. 
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SKETCH  MAP  OF  THE  FEDERAL  REPUBLIC  OF  GERMANY 

showing  location  of  states 


Figures  show  state 

population  estimates  as 

of  mid-June,  1972,  in  1,000's. 


£> 


West  Berlin 
(2,130) 


Source: 


The  Economic  Structure  of  the  Federal  Republic  of  Germany,  Frankfurt,  1973. 
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The  materials  presented  above  are  more  significant  for  the  short-term  trends  shown  (largely 
and  more  sharply  continued  into  1 973  on  the  evidence  of  non-statistical  impressions  received 
during  the  study)  than  for  the  actual  amounts  of  expenditures. 

Notable  in  particular  and  in  the  light  of  this  study's  overall  findings  is  the  increase  in  the 
middle-income  household  expenditure  on  inclusive  tours— 157.7  percent  between  1970  and 
1971.  While  the  38.8  percent  increase  in  the  same  category  for  upper-income  households 
would,  on  its  own,  be  significant,  the  relative  difference  between  the  two  types  of  income 
groups  supports  the  travel-industry  view  that  their  mass  market  lies  closer  to  the  middle- 
income  segment  of  the  population  than  to  that  in  the  upper-income  brackets.  Nevertheless, 
the  growth  segment  of  additional  mini-vacations  tends  to  lie  closer  to  the  upper-income  levels. 

The  data  shown  are  based  on  households  and  this  exclude  the  large  and  heavily  travel-oriented 
"singles"  market  segment. 

Lastly ,  to  provide  a  non-statistical  but  informative  "typical"  sketch,  an  average  German  family 
(Husband:  middle-echelon  civil  servant;  wife:  part-time  teacher;  4  children— well  above  the 
average)  with  a  monthly  income  of  DM  4,700  ($1,950)  will  set  aside  DM  250  ($103.73)  for 
vacation  expenditures— to  an  annual  total  of  $1,245  per  year. 


4.   FOREIGN-TRAVEL  EXPENDITURES 

a.  Total  expenditures 

1969 DM  7,472  million 

1970 10,230  million 

1971 12,292  million 

1972 14,543  million 

Over  the  period  covered  above,  the  German  payments  balance  on  travel 
account  rose  from-DM  3,888  million  in  1969  to-DM  8,570  million 
in  1972. 

b.  Expenditures  on  travel  to  the  U.S.A. 

1969 DM  577  million 

1970 640  million 

1971 656  million 

1972 719  million 

Source:  Deutsche  Bundesbank,  Statistische  Beihefte  zu  den  Monatsber- 
ichten,  Reihe  3:     Zahlungsbilanzstatistik,  August  1973,  No.  8. 

On  the  basis  of  the  1972  figure  and  a  total  of  237,329  travelers  to  the  United  States,  per 
capita  expenditure  would  have  been  DM  3,034  or  $942.24  at  the  central  rate  of  DM  3.22 
per  dollar.  It  is,  however,  vital  to  treat  this  figure  with  greatest  caution,  for  data  on  the  "U.S. 
travel  account"  reflect  a  broader  "dollar  travel  account."  Prior  to  1 97 1  in  particular,  German 
and  other  European  travelers  abroad  tended  to  purchase,  in  advance,  dollar  travelers  checks 
for  use  in  a  wide  range  of  other  countries,  and  particular  those  whose  currency  was  not 
readily  available  from  banks  in  Germany.  The  practice  has  continued  in  respect  of  a  large 
number  of  distant  travel  destinations,  and  in  particular  Eastern  Europe.  The  data  shown  are 
thus  diluted  to  an  unknown  extent  by  reflecting  travelers'  dollar  transactions  in  countries 
other  than  the  United  States. 
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VIII.    MARKET  GEOGRAPHY 


1.  THE  GERMAN  MARKET 

There  is  broad  concensus  among  major  travel  producers  on  the  internal  German  geographical 
distribution  of  the  U.S. -bound  travel  market  in  its  tourism  segment,  although  it  is  possible 
that  judgment  is  at  least  somewhat  influenced  by  volume  of  VFR  travel. 

Among  major  producers,  the  ranking  by  Federal  states  (see  map,  p.  74)  of  tourism  production 
other  than  long-weekend  programs  is  as  follows: 

1 .  North  Rhine-Westphalia;  center  of  gravity:   Dusseldorf  area; 

2.  Hesse;  center  of  gravity:   Frankfurt; 

3.  Hamburg  and  Lower  Saxony;  center  of  gravity:   Hamburg. 

Baden-Wurttemberg  and  Bavaria,  with  centers  of  gravity  at  Stuttgart  and  Munich  respectively, 
tend  to  compete  closely  for  fourth  place,  though  one  producer  places  Berlin  in  that  ranking. 

In  the  specific  long-weekend  travel  segment,  the  market  distribution  is  somewhat  different, 
but  is  in  part  affected  by  the  distribution  of  producer  effort  and  organization  response  in 
this  segment,  in  which  a  small  number  of  producers  must  work  through  the  technical  medium 
of  affinity-charter  flights— distribution  is  thus  at  least  in  part  a  result  of  somewhat  accidental 
factors. 

1.  North  Rhine-Westphalia; 

2.  Baden-Wurttemberg 

3.  Bavaria; 

4.  Hesse 

5.  Rhine  land-Palatinate; 

6.  Hamburg  and  Lower  Saxony 

7.  Schleswig-Holstein. 


2.  TRAVEL  DISTRIBUTION  IN  TERMS  OF  U.S.  DESTINATIONS 

Apart  from  the  fact  that  New  York  City  looms  large  in  the  Germany-originating  long-weekend 
market  segment,  which  is  centered  on  that  city,  all  other  data  are  heavily  influenced  by  the 
incidence  of  non-tourist  travel.  With  this  reservation,  the  following  destination  ranking  pro- 
vides no  more  than  a  rough  overview  in  the  absence  of  accurate  and  specific  information  (even 
from  the  major  carriers): 
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Charter 

Large  travel 

Source: 

Carrier  #  1 

Carrier  #2 

flights 

retailer 

New  York 

1 

1 

1 

1 

Chicago 

2 

6 

3 

2 

Washington,  D.C 

.  . 

2 

- 

- 

Boston 

3 

4 

- 

- 

Los  Angeles 

5 

5 

2 

3 

Atlanta 

3 

- 

- 

Philadelphia 

4 

- 

- 

- 

The  incidence  of  VFR  and  business  travel  is  included  in  these  rankings. 

Only  one  major  group-tour  producer  was  able  to  provide  a  geographical  order  of  popularity, 
reflecting  the  scope  of  his  own  production,  with  broad  coverage  of  most  of  the  United  States. 
In  this  case,  the  order  of  areas  attracting  significant  tourist  traffic  were: 

1 .  Los  Angeles  area;  Southern  California; 

2.  Rocky  Mountain  region; 

3.  Florida. 
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